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ALFRED MARSHALL was born at Clapham on July 26, 1842, 
the son of William Marshall, a cashier in the Bank of England, 
by his marriage with Rebecca Oliver. The Marshalls were a 
clerical family of the West, sprung from William Marshall, 
incumbent of Saltash, Cornwall, at the end of the seventeenth 
century. Alfred was the great-great-grandson of the Reverend 
William Marshall,? the half-legendary herculean parson of Devon- 
shire, who, by twisting horseshoes with his hands, frightened 
local blacksmiths into fearing that they blew their bellows for 
the devil. His great-grandfather was the Reverend John 
Marshall, Headmaster of Exeter Grammar School, who married 
Mary Hawtrey, daughter of the Reverend Charles Hawtrey, 
Sub-Dean and Canon -of Exeter, and aunt of the Provost of 


Eton.* 
His father, the cashier in the Bank of England, was a tough 


1 In the preparation of this Memoir I have had great assistance from Mrs. 
Marshall. I have to thank her for placing at my disposal a number of papers 
and for writing out some personal notes from which I have quoted freely. Alfred 
Marshall himself left in writing several autobiographical scraps, of which I have 
made the best use I could. 

2 By his third wife, Mary Kitson, the first child he christened in his parish, 
of whom he said in joke that she should be his little wife, as she duly was twenty 
years later. 

3 This is one of many stories of his prodigious strength which A. M. was fond 
of telling—how, for example, driving a pony trap in a narrow Devonshire lane 
and meeting another vehicle, he took the pony out and lifted the trap clean over 
the hedge. But we come to something more prognostical of Alfred in a little 
device of William Marshall’s latter days. Being in old age heavy and unwieldy, 
yet so affected with gout as to be unable to walk up and down stairs, he had a 
hole made in the ceiling of the room in which he usually sat, through which he 
was drawn in his chair by pulleys to and from his bedroom above. 

4 Thus Alfred Marshall was third cousin once removed to Ralph Hawtrey, 
author of Currency and Credit—so there is not much in the true theory of Money 
which does not flow from that single stem. A.M. drew more from the subtle 
Hawtreys than from the Reverend Hercules. 
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old character, of great resolution and perception, cast in the 
mould of the strictest Evangelicals, bony neck, bristly projecting 
chin, author of an Evangelical epic in a sort of Anglo-Saxon 
language of his own invention which found some favour in 
its appropriate circles, surviving despotically-minded into his 
ninety-second year. The nearest objects of his masterful instincts 
were his family, and their easiest victim his wife; but their empire 
extended in theory over the whole of womankind, the old gentle- 
man writing a tract entitled Man’s Rights and Woman’s Duties. 
Heredity is mighty, and Alfred Marshall did not altogether escape 
the influence of the parental mould. An implanted masterfulness 
towards womankind warred in him with the deep affection and 
admiration which he bore to his own wife, and with an environ- 
ment which threw him in closest touch with the education and 
liberation of women. 


II 


At nine years of age Alfred was sent to Merchant Taylors 
School, for which his father, perceiving the child’s ability, had 
begged a nomination from a Director of the Bank.1_ In mingled 
affection and severity his father recalls James Mill. He used 
to make the boy work with him for school, often at Hebrew, until 
eleven at night. Indeed Alfred was so much overworked by his 
father that, he used to say, his life was saved by his Aunt Louisa, 
with whom he spent long summer holidays near Dawlish. She 
gave him a boat and a gun and a pony, and by the end of the 
summer he would return home, brown and well. E. C. Dermer, his 
fellow-monitor at Merchant Taylors, tells that at school he was 
small and pale, badly dressed, looked overworked and was called 
‘tallow candles”’; that he cared little for games, was fond of 
propounding chess problems,? and did not readily make friends.’ 


1 “Do you know that you are asking me for £200?” said the Director; 
but he gave it. 

2 Mrs. Marshall writes: ‘‘ As a boy, Alfred suffered severely from headache, 
for which the only cure was to play chess. His father therefore allowed chess 
for this purpose; but later on he made A. promise never to play chess. This 
promise was kept all through his life, though he could never see a chess problem 
in the newspapers without getting excited. But he said that his father was right 
to exact this promise, for otherwise he would have been tempted to spend all 
his time on it.” A. M. himself once said : “‘ We are not at liberty to play chess 
games, or exercise ourselves upon subtleties that lead nowhere. It is well for 
the young to enjoy the mere pleasure of action, physical or intellectual. But 
the time presses; the responsibility on us is heavy.” 

3 His chief school friends were H. D. Trail, later Fellow of St. John’s College, 
Oxford, and Sidney Hall, afterwards an artist. Trail’s brother gave him a copy 
of Mill’s Logic, which Trail and he read with enthusiasm and discussed at meals 
at the Monitors’ table. 
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Rising to be Third Monitor, he became entitled in 1861, under 
old statutes, to a scholarship at St. John’s College, Oxford, 
which would have led in three years to a Fellowship, and 
would have furnished him with the same permanence of security 
as belonged in those days to Eton Scholars at King’s or 
Winchester Scholars at New College. It was the first step to 
ordination in the Evangelical ministry for which his father 
designed him. But this was not the main point for Alfred 
—it meant a continued servitude to the Classics.1 He had 
painful recollections in later days of his tyrant father keeping 
him awake into the night for the better study of Hebrew, whilst 
at the same time forbidding him the fascinating paths of 
mathematics. His father hated the sight of a mathematical 
book, but Alfred would conceal Potts’ Euclid in his pocket as he 
walked to and from school. He read a proposition and then 
worked it out in his mind as he walked along, standing still at 
intervals, with his toes turned in. The fact that the curriculum 
of the Sixth Form at Merchant Taylors reached so far as the 
Differential Calculus, had excited native proclivities. Airy, the 
mathematical master, said that “‘ he had a genius for mathe- 
matics.” Mathematics represented for Alfred emancipation, 
and he used to rejoice greatly that his father could not 
understand them. No! he would not be buried at Oxford 
under dead languages; he would run away—to be a cabin-boy 
at Cambridge and climb the rigging of geometry and spy out the 
heavens. 

At this point there comes on the scene a well-disposed uncle, 
willing to lend him a little money (for his father was too poor to 
help further, when the Oxford Scholarship was abandoned )—repaid 
by Alfred soon after taking his degree from what he earned by 
teaching—which, with a Parkin’s Exhibition? of £40 a year 


1 Near the end of his life A. M. wrote the following characteristic sentences 
about his classical studies : ‘‘ When at school I was told to take no account of 
accents in pronouncing Greek words. I concluded that to burden my memory 
with accents would take up time and energy that might be turned to account; 
so I did not look out my accents in the dictionary; and received the only very 
heavy punishment of my life. This suggested to me that classical studies do 
not induce an appreciation of the value of time; and I turned away from them 
as far as I could towards mathematics. In later years I have observed that fine 
students of science are greedy of time: but many classical men seem to value it 
lightly. I will add that my headmaster was a broad-minded man; and succeeded 
in making his head form write Latin Essays, thought out in Latin: not thought 
out in English and translated into Latin. I am more grateful for that than 
for anything else he did for me.”” 

? He was promoted to a Scholarship in the same year. 
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from St. John’s College, Cambridge,! opened to him the doors of 
Mathematics and of Cambridge. Since it was a legacy of £250 
from this same uncle which enabled him, fourteen years later, 
to pay his visit to the United States, the story of the sources of 
this uncle’s wealth, which Alfred often told, deserve a record here, 
Having sought his fortunes in Australia and being established 
there at the date of the gold discoveries, a little family eccentricity 
disposed him to seek his benefit indirectly. So he remained a 
pastoralist, but, to the mirth of his neighbours, refused to employ 
anyone about his place who did not suffer from some physical 
defect, staffing himself entirely with the halt, the blind, and the 
maimed. When the gold boom reached its height, his reward 
came. All the able-bodied labourers migrated to the gold- 
fields and Charles Marshall was the only man in the place able 
to carry on. A few years later he returned to England with 
a fortune, ready to take an interest in a clever, rebellious 
nephew. 

In 1917 Marshall put into writing the following account of 
his methods of work at this time and later: “‘ An epoch in my 
life occurred when I was, I think, about seventeen years old. 
I was in Regent Street, and saw a workman standing idle before 
a shop-window : but his face indicated alert energy, so I stood 
still and watched. He was preparing to sketch on the window 
of a shop guiding lines for a short statement of the business 
concerned, which was to be shown by white letters fixed to the 
glass. Each stroke of arm and hand needed to be made with a 
single free sweep, so as to give a graceful result; it occupied 
perhaps two seconds of keen excitement. He stayed still for 
a few minutes after each stroke, so that his pulse might grow 
quiet. If he had saved the ten minutes thus lost, his employers 
would have been injured by more than the value of his wages for 
a whole day. That set up a train of thought which led me to 
the resolve never to use my mind when it was not fresh; and to 
regard the intervals between successive strains as sacred to 
absolute repose. When I went to Cambridge and became full 
master of myself, I resolved never to read a mathematical book 
for more than a quarter of an hour at a time, without a break. 


1 There is a letter from Dr. Bateson, Master of St. John’s, to Dr. Hessey, 
Headmaster of Merchant Taylors, dated June 15, 1861, announcing this Exhibi- 
tion, and giving early evidence of the interest which Dr. Bateson—like Dr. 
Jowett in later days—always maintained in Alfred Marshall. When A. M. 
applied for the Bristol appointment in 1877, Dr. Bateson wrote: ‘I have a 
great admiration for his character, which is remarkable for its great simplicity, 
earnestness, and self-sacrificing conscientiousness,”’ 
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I had some light literature always by my side, and in the breaks 
I read through more than once nearly the whole of Shakespeare, 
Boswell’s Life of Johnson, the Agamemnon of Aischylus (the only 
Greek play which I could read without effort), a great part of 
Lucretius and soon. Of course I often got excited by my mathe- 
matics, and read for half an hour or more without stopping: 
but that meant that my mind was intense, and no harm was 
done.” A power of intense concentration for brief periods, 
combined with a lack of power of continuous concentration, was 
characteristic of him all his life. He was seldom able to execute 
at white heat any considerable piece of work. He was also 
bothered by the lack of a retentive memory: even as an under- 
graduate his mathematical book-work troubled him as much 
as the problems did. As a boy he had a strong arithmetical 
faculty, which he afterwards lost. 

Meanwhile at St. John’s College, Cambridge, Alfred Marshall 
fulfilled his ambitions. In 1865 he was Second Wrangler,! the year 
when Lord Rayleigh was Senior, and he was immediately elected 
to a Fellowship. He proposed to devote himself to the study of 
molecular physics. Meanwhile he earned his living (and repaid 
Uncle Charles) by becoming for a brief period a mathematical 
master at Clifton, under Percival, for whom he had a great venera- 
tion. A little later he returned to Cambridge and took up 
coaching for the Mathematical Tripos for a short time. In this 
way “‘ Mathematics,” he said, ‘‘ had paid my arrears. I was free 
for my own inclinations.” 

The main importance of Marshall’s time at Clifton was that 
he made friends with H. G. Dakyns, who had gone there as an 
assistant master on the foundation of Clifton College in 1862, 
and, through him, with J. R. Mozley. These friendships opened 
to him the door into the intellectual circle of which Henry Sidgwick 
was the centre. Up to this time there is no evidence of Marshall’s 
having been in touch with the more eminent of his con- 
temporaries, but soon after his return to Cambridge he became 
a member of the small, informal Discussion Society known as 
the ‘‘ Grote Club.” 

The Grote Club came into existence with discussions after 
dinner in the Trumpington Vicarage of the Reverend John 
Grote, who was Knightbridge Professor of Moral Philosophy from 
1855 till his death in 1866. The original members, besides 
Grote, were Henry Sidgwick, Aldis Wright, J. B. Mayor, and 


1 One of the famous band of Second Wranglers, which includes Whewell, 
Clerk Maxwell, Kelvin, and W. K. Clifford. 
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John Venn. J. R. Mozley of King’s and J. B. Pearson of St. 
John’s joined a little later. Marshall wrote? the following 
account of his own connection with the Society : 

“When I was admitted in 1867, the active members were 
Professor F. D. Maurice (Grote’s successor), Sidgwick, Venn, 
J. R. Mozley and J. B. Pearson. . . . After 1867 or 1868 the 
club languished a little; but new vigour was soon imparted to 
it by the advent of W. K. Clifford and J. F. Moulton. For a 
year or two Sidgwick, Mozley, Clifford, Moulton, and myself 
were the active members; and we all attended regularly. 
Clifford and Moulton had at that time read but little philosophy ; 
so they kept quiet for the first half-hour of the discussion, and 
listened eagerly to what others, and especially Sidgwick, said. 
Then they let their tongues loose, and the pace was tremendous. 
If I might have verbatim reports of a dozen of the best conversa- 
tions I have heard, I should choose two or three from among 
those evenings in which Sidgwick and Clifford were the chief 
speakers. Another would certainly be a conversation at tea 
before a Grote Club meeting, of which I have unfortunately no 
record (I think it was early in 1868), in which practically no one 
spoke but Maurice and Sidgwick. Sidgwick devoted himself 
to drawing out Maurice’s recollections of English social and 
political life in the ’thirties, forties, and ’fifties. Maurice’s face 
shone out bright, with its singular holy radiance, as he responded 
to Sidgwick’s inquiries and suggestions; and we others said 
afterwards that we owed all the delight of that evening to 
rrr 

It was at this time and under these influences that there came 
the crisis in his mental development, of which in later years he 
often spoke. His design to study physics was (in his own words) 
“cut short by the sudden rise of a deep interest in the philo- 
sophical foundation of knowledge, especially in relation to 
theology.” 

In Marshall’s undergraduate days at Cambridge a preference 
for Mathematics over Classics had not interfered with the 
integrity of his early religious beliefs. He still looked forward 
to ordination and his zeal directed itself at times towards the 
field of Foreign Missions. A missionary he remained all his 
life, but after a quick struggle religious beliefs dropped away, 
and he became, for the rest of his life, what used to be called an 
agnostic. Of his relationship to Sidgwick at this time, Marshall 


1 For Dr. Venn’s account of early meetings, see Henry Sidgwick : a Memoir, 
p. 134, 2 Printed in Henry Sidgwick : a Memoir, p. 137. 
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spoke as follows (at the meeting for a Sidgwick Memorial, Trinity 
Lodge, Nov. 26, 1900): ‘‘ Though not his pupil in name, I was 
in substance his pupil in Moral Science, and I am the oldest of 
them in residence. I was fashioned by him. He was, so to 
speak, my spiritual father and mother: for I went to him for 
aid when perplexed, and for comfort when troubled; and I never 
returned empty away. The-minutes that I spent with him were 
not ordinary minutes; they helped me to live. I had to pass 
through troubles and doubts somewhat similar to those with 
which he, with broader knowledge and greater strength, had 
fought his way; and perhaps of all the people who have cause 
to be grateful to him, none has more than [.” 

Marshall’s Cambridge career came just at the date which will, 
I think, be regarded by the historians of opinion as the critical 
moment at which Christian dogma fell away from the serious 
philosophical world of England, or at any rate of Cambridge. 
In 1863 Henry Sidgwick, aged twenty-four, had subscribed to the 
Thirty-Nine Articles as a condition of tenure of his Fellowship,! and 
was occupied in reading Deuteronomy in Hebrew and preparing 
lectures on the Acts of the Apostles. Mill, the greatest intellectual 
influence on the youth of the age, had - ritten nothing which 
clearly indicated any divergence from received religious opinions 
up to his Examination of Hamilton in 1865.2 At about this 
time Leslie Stephen was an Anglican clergyman, James Ward 
a Nonconformist minister, Alfred Marshall a candidate for holy 
orders, W. K. Clifford a High Churchman. In 1869 Sidgwick 
resigned his Trinity Fellowship, “‘ to free myself from dogmatic 
obligations.” <A little later none of these could have been called 
Christians. Nevertheless Marshall, like Sidgwick,? was as far 
as possible from adopting an “anti-religious” attitude. He 
sympathised with Christian morals and Christian ideals and 
Christian incentives. There is nothing in his writings depreciating 
religion in any form ; few of his pupils could have spoken definitely 
about his religious opinions. At the end of his life he said, 
“ Religion seems to me an attitude,” and that, though he had 
given up Theology, he believed more and more in Religion. 

The great change-over of the later ’sixties was an intellectual 


1 He had decided in 1861 not to take orders. 

2 Mill’s Essays on Religion, which gave his final opinions, were not published 
until 1874, after his death. 

3 For a most interesting summary of Sidgwick’s attitude in later life, see his 
Memoir, p. 505. Or see the last paragraph of W. K. Clifford’s ‘‘ Ethics of 
Religion ’’ (Lectures and Essays, ii, 244) for another characteristic reaction of 
Marshall’s generation 
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change, not the ethical or emotional change which belongs to a 
later generation, and it was a wholly intellectual debate which 
brought it about. Marshall was wont to attribute the beginning 
of his own transition of mind to the controversy arising out of 
H. L. Mansel’s Bampton Lectures, which was first put into his 
hands by J. R. Mozley. Mansel means nothing to the present 
generation. But, as the protagonist of the last attempt to 
found Christian dogma on an intellectual basis, he was of the 
greatest importance in the ’sixties. In 1858 Mansel, an Oxford 
don and afterwards Dean of St. Paul’s, “‘ adopted from Hamilton ! 
the peculiar theory which was to enlist Kant in the service of 
the Church of England ” 2—an odd tergiversation of the human 
mind, the influence of which was great in Oxford for a full fifty 
years. Mansel’s Bampton Lectures of 1858 brought him to the 
front as an intellectual champion of orthodoxy. In 1865, the 
year in which Marshall took his degree and had began to turn 
his mind to the four quarters of heaven, there appeared Mill’s 
Examination of Sir William Hamilton’s Philosophy, which 
included a criticism of Mansel’s extension of Hamilton to Christian 
Theology. Mansel replied. Mansel’s defence of orthodoxy 
‘showed me,” Marshall said, ‘‘ how much there was to be 
defended.” The great controversy dominated Marshall’s thoughts 
and drove him for a time to metaphysical studies, and then 
onward to the social sciences. 

Meanwhile in 1859, the year following the Bampton Lectures, 
the Origin of Species had appeared, to point away from heaven or 
the clouds to an open road on earth; and in 1860-62 Herbert 
Spencer’s First Principles (unreadable as it now is), also born 
out of the Hamilton-Mansel controversy, took a new direction, 
dissolved metaphysics in agnosticism, and warned all but ingrained 
metaphysical minds away from a blind alley. Metaphysical 
agnosticism, Evolutionary progress, and—the one remnant still 
left of the intellectual inheritance of the previous generation— 
Utilitarian ethics joined to propel the youthful mind in a new 
direction. 

From Metaphysics, therefore, Marshall turned his mind to 
Ethics. It would be true, I suppose, to say that Marshall never 


1 In 1836 Sir William Hamilton, having established his genealogy and made 
good his claim to a baronetcy, had been appointed to the Chair of Logic and 
Metaphysics at Edinburgh, and delivered during the next eight years the famous 
lectures which attempted the dangerous task of superimposing influences drawn 
from Kant and the German philosophers on the Scottish tradition of common 
sense, 

2 Stephen, English Utilitarians, iii. 38?. 
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departed explicitly from the Utilitarian ideas which dominated 
the generation of economists who preceded him. But it is remark- 
able with what caution—in which respect he goes far beyond 
Sidgwick and is at the opposite pole from Jevons—he handled 
all such matters. There is, I think, no passage in his works 
in which he links economic studies to any ethical doctrine in 
particular. The solution of economic problems was for Marshall, 
not an application of the hedonistic calculus, but a prior condition 
of the exercise of man’s higher faculties, irrespective, almost, 
of what we mean by “higher.” The economist can claim, and 
this claim is sufficient for his purposes, that “the study of the 
causes of poverty is the study of the causes of the degradation of 
a large part of mankind.” ! Correspondingly, the possibility of 
progress ‘‘ depends in a great measure upon facts and inferences, 
which are within the province of economics; and this it is which 
gives to economic studies their chief and their highest interest.” ? 
This remains true even though the question also ‘‘ depends partly 
on the moral and political capabilities of human nature; and on 
these matters the economist has no special means of information ; 
he must do as others do, and guess as best he can.” 3 

This was his final position. Nevertheless it was only through 
Ethics that he first reached Economics. In a retrospect of his 
mental history, drawn from him towards the end of his life, he 
said: ‘‘ From Metaphysics I went to Ethics, and thought that 
the justification of the existing condition of society was not easy. 
A friend, who had read a great deal of what are now called the 
Moral Sciences, constantly said : ‘ Ah! if you understood Political 
Economy you would not say that.’ So I read Mill’s Political 
Economy and got much excited about it. I had doubts as to 
the propriety of inequalities of opportunity, rather than of material 
comfort. Then, in my vacations I visited the poorest quarters 
of several cities and walked through one street after another, 
looking at the faces of the poorest people. Next, I resolved to 
make as thorough a study as I could of Political Economy.” 

His passage into Economics is also described in his own 
words in some pages,‘ written about 1917 and designed for the 
Preface to Money, Credit and Commerce: “‘ About the year 1867 


1 Principles (1st ed.), pp. 3, 4. 2 Ibid. 3 [bid. 

4 Rescued by Mrs. Marshall from the waste-paper basket, whither too great 
a proportion of the results of his mental toil found their way; like his great- 
great-uncle, the Reverend Richard Marshall, who is said to have been a good 
poet and was much pressed to publish his compositions, to which, however, he 
had so great an objection that lest it be done after his death, he burnt all his 
papers. 
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(while mainly occupied with teaching Mathematics at Cambridge), 
Mansel’s Bampton Lectures came into my hands and caused me 
to think that man’s own possibilities were the most important 
subject for his study. So I gave myself for a time to the study 
of Metaphysics; but soon passed to what seemed to be the more 
progressive study of Psychology. Its fascinating inquiries into 
the possibilities of the higher and more rapid development of 
human faculties brought me into touch with the question: how 
far do the conditions of life of the British (and other) working 
classes generally suffice for fullness of life? Older and wiser 
men told me that the resources of production do not suffice for 
affording to the great body of the people the leisure and the 
opportunity for study; and they told me that I needed to study 
Political Economy. I followed their advice, and regarded myself 
as a wanderer in the land of dry facts; looking forward to a 
speedy return to the luxuriance of pure thought. But the more 
I studied economic science, the smaller appeared the knowledge 
which I had of it, in proportion to the knowledge that I needed ; 
and now, at the end of nearly half a century of almost exclusive 
study of it, I am conscious of more ignorance of it than I was at 
the beginning of the study.” 

In 1868, when he was still in his metaphysical stage, a desire 
to read Kant in the original led him to Germany. “ Kant my 
guide,”’ he once said, ‘“‘ the only man I ever worshipped: but I 
could not get further: beyond seemed misty, and social problems 
came imperceptibly to the front. Are the opportunities of real 
life to be confined to afew?” He lived at Dresden with a German 
Professor who had previously coached Henry Sidgwick.1_ Hegel’s 
Philosophy of History greatly influenced him. He also came in 
contact with the work of the German economists, particularly 

%oscher. Finally Dr. Bateson, the Master of St. John’s, was 
instrumental in giving him a career in life by persuading the 
College to establish for him a special lectureship in Moral Science.? 
He soon settled down to Economics, though for a time he gave 


1 He was again in Germany, living in Berlin, in the winter of 1870-71, during 
the Franco-German War. 

2 In a conversation I had with him a few weeks before his death he dwelt 
especially on Hegel’s Philosophy of History and the friendly action of Dr. Bateson 
as finally determining the course of his life. Since J. B. Mayor, the first ‘‘ Moral 
Science lecturer ’’ in Cambridge, had held a similar lectureship at St. John’s 
for some time, whilst the Rev. J. B. Pearson was also a Johnian and a moral 
scientist, the appointment of another lecturer in the subject was a somewhat 
unusual step. Henry Sidgwick had been appointed to a lectureship in Moral 
Science at Trinity in the previous year, 1867; and Venn had come back to Cam- 
bridge as a Moral Science lecturer at Caius in 1862. 
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short courses on other branches of Moral Science—on Logic and 
on Bentham. 

His dedication to economic study—for so he always considered 
it, not less ordained in spirit than if he had fulfilled his father’s 
desire—was now effected. His two years of doubt and dis- 
turbance of mind left on his imagination a deep impression, to 
which in later years he would often recur with pupils whom 
he deemed worthy of the high calling—for so he reckoned it— 
of studying with scientific disinterestedness the modes and 
principles of the daily business of life, by which human happiness 
and the opportunities for good life are, in great measure, 
determined. 

Before we leave the early phase, when he was not yet an 
economist, we may pause a moment to consider the colour of 
his outlook on life, as, at that time, it was already fixed in 
him. 

Like his two colleagues, Henry Sidgwick and James Ward, 
in the Chairs of the Moral Sciences at Cambridge during the 
last decades of the nineteenth century, Alfred Marshall belonged 
to the tribe of sages and pastors; yet, like them also, endowed 
with a double nature, he was a scientist too. As a preacher and 
pastor of men he was not particularly superior to other similar 
natures. As a scientist he was, within his own field, the greatest 
in the world for a hundred years. Nevertheless it was to the 
first side of his nature that he himself preferred to give the pre- 
eminence. This self should be master, he thought; the second 
self, servant. The second self sought knowledge for its own sake ; 
the first self subordinated abstract aims to the need for practical 
advancement. The piercing eyes and ranging wings of an eagle 
were often called back to earth to do the bidding of a moraliser. 

This double nature was the clue to Marshall’s mingled strength 
and weakness; to his own conflicting purposes and waste of 
strength; to the two views which could always be taken about 
him; to the sympathies and antipathies he inspired. 

In another respect the diversity of his nature was pure advan- 
tage. The study of economics does not seem to require any 
specialised gifts of an unusually high order. Is it not, intel- 
lectually regarded, a very easy subject compared with the higher 
branches of philosophy and pure science? Yet good, or even 
competent, economists are the rarest of birds. An easy subject, 


1 Mrs. Marshall remembers how in the early seventies at Newnham, Mary 
Kennedy (Mrs. R. T. Wright) and she had to write for him “ a dialogue between 
Bentham and an Ascetic.” 
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at which very few excel! The paradox finds its explanation, 
perhaps, in that the master-economist must possess a rare com- 
bination of gifts. He must reach a high standard in several 
different directions and must combine talents not often found 
together. He must be mathematician, historian, statesman, 
philosopher—in some degree. He must understand symbols 
and speak in words. He must contemplate the particular in 
terms of the general, and touch abstract and concrete in the same 
flight of thought. He must study the present in the light of 
the past for the purposes of the future. No part of man’s nature 
or his institutions must lie entirely outside his regard. He must 
be purposeful and disinterested in a simultaneous mood; as 
aloof and incorruptible as an artist, yet sometimes as near the earth 
as a politician. Much, but not all, of this ideal many-sidedness 
Marshall possessed. But chiefly his mixed training and divided 
nature furnished him with the most essential and fundamental 
of the economist’s necessary gifts—he was conspicuously historian 
and mathematician, a dealer in the particular and the general, 
the temporal and the eternal, at the same time. 


III 


The task of expounding the development of Marshall’s 
Economics is rendered difficult by the long intervals which 
generally separated the initial discovery and its oral communica- 
tion to pupils from the final publication in a book to the world 
outside. Before attempting this, it will be convenient to trace 
briefly the outward course of his life from his appointment to a 
lectureship at St. John’s College, Cambridge, in 1868 to his succes- 
sion to the Chair of Political Economy in Cambridge in 1885. 

For nine years Marshall remained Fellow and Lecturer of 
St. John’s, laying the foundations of his subject but publish- 
ing nothing. After his introduction to the Grote Club he was 
particularly intimate with W. K. Clifford? and Fletcher Moulton. 
Clifford was chief favourite, though ‘‘ he was too fond of astonish- 
ing people.” As a member, a little later on, of the “‘Eranus”’ he 
was in touch with Sidgwick, Venn, Fawcett, Henry Jackson and 
other leaders of that first age of the emancipation of Cambridge. 


1 The occasional articles belonging to this period are included in the 
Bibliography below. 

2 Clifford, who was three years Marshall’s junior, came up to Trinity in 1863, 
was elected to a Fellowship in 1868, and resided in Cambridge, where his rooms 
were “‘the meeting point of a numerous body of friends” (vide Sir F. Pollock’s 
Memoir), until 1871. 











_ ae 


SEE SS 6 whCClUCUmMlCUrhOOOT OT 


\ canal 


We 


\ew 


-_ 








1855. 
































1869. 























(With Mrs. Marshall) 1877. 


1892. 


ALFRED MARSHALL, 

















1924] ALFRED MARSHALL, 1842-1924 323 


At this time he used to go abroad almost every long vacation. 
Mrs. Marshall writes : 


“ He took with him £601 and a knapsack, and spent most 
of the time walking in the high Alps. This walking, summer 
after summer, turned him from a weak into a strong man. 
He left Cambridge early in June jaded and overworked and 
returned in October brown and strong and upright. Carrying 
the knapsack pulled him upright, and until he was over eighty 
he remained so. He even then exerted himself almost painfully 
to hold himself straight. When walking in the Alps his 
practice was to get up at six and to be well on his way before 
eight. He would walk with knapsack on his back for two or 
three hours. He would then sit down, sometimes on a glacier, 
and have a long pull at some book—Goethe or Hegel or Kant 
or Herbert Spencer—and then walk on to his next halting- 
place for the night. This was in his philosophic stage. Later 
on he worked out his theories of Domestic and Foreign Trade 
in these walks. A large box of books, etc., was sent on from 
one stage to another, but he would go for a week or more just 
with a knapsack. He would wash his shirt by holding it in 
a fast-running stream and dry it by carrying it on his alpen- 
stock over his shoulder. He did most of his hardest thinking 
in these solitary Alpine walks. 

“These Wanderjahre gave him a love for the Alps which 
he always retained, and even in 1920 (for the last time) we went 
to the South Tyrol, where he sat and worked in the high air. 

“* Alfred always did his best work in the open air. When he 
became Fellow of St. John’s he did his chief thinking between 
10 a.m. and 2 p.m. and between 10 p.m. and 2a.m. He had 
a monopoly of the Wilderness in the daytime and of the New 
Court Cloisters at night. At Palermo in the early eighties 
he worked on the roof of a quiet hotel, using the cover of the 
bath as an awning. At Oxford he made a ‘Den’ in the 
garden in which he wrote. At Cambridge he worked in the 
balcony, and later in a large revolving shelter, fitted up as a 
study, called ‘The Ark,’ and in the Tyrol he arranged a heap 
of stones, a camp stool and an air cushion into what he called 
a ‘throne,’ and in later years we always carried a tent shelter 
with us, in which he spent the day.” 


In 1875 Marshall visited the United States for four months. 


1 He used to reckon that his necessary expenditure as a bachelor Fellow 
amounted to £300 a year, including £60 for vacation travel. 
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He toured the whole of the East, and travelled as far as San 
Francisco. At Harvard and Yale he had long talks with the 
academic economists, and he had many introductions everywhere 
to leading citizens. But his chief purpose was the “study of 
the Problem of Protection in a New Country.” About this he 
inquired on ali hands, and towards the end of his trip was able 
to write in a letter home: ‘ In Philadelphia I spent many hours 
in conversation with the leading protectionists. And now I 
think, as soon as I have read some books they have recommended 
me to read, I shall really know the whole of their case; and I 
do not believe there is or ever has been another Englishman who 
could say the same.” 

On his return to England he read a paper at the Cambridge 
Moral Science Club on American Industry, Nov. 17, 1875, and 
later on he lectured at Bristol, in 1878, on ‘‘ The Economic 
Condition of America.”” The American trip made on him a great 
impression, which coloured all his future work. He used to say 
that it was not so much what he actually learnt, as that he got 
to know what things he wanted to learn; that he was taught 
to see things in proportion; and that he was enabled to expect 
the coming supremacy of the United States, to know its causes 
and the directions it would take. 

Meanwhile he had been helping Fawcett, who was Professor, 
and Henry Sidgwick, to establish Political Economy as a serious 
study in the University of Cambridge. Two of his earliest pupils, 
H. S. Foxwell and, later on, my father, John Neville Keynes, 
who took the Moral Sciences Tripos in 1875, joined these three 
as lecturers on Political Economy in the University. 

In 1876 Alfred Marshall became engaged to Miss Mary Paley, 
a great-granddaughter of the famous Archdeacon. Miss Paley 
was a former pupil of his and was a lecturer in Economics at 
Newnham.! His first book, Zconomics of Industry, published in 
1879, was written in collaboration with her; indeed it had been, 
at the start, her book and not his, having been undertaken by 
her at the request of a group of Cambridge University Extension 
lecturers. They were married in 1877. During forty-seven 
years of married life his dependence upon her devotion was 
complete. Her life was given to him and to his work with a 


1 Miss Paley was one of the small band of five pioneers who, before the 
foundation of Newnham College, came into residence under Miss Clough in 1871 at 
74 Regent Street, which had been taken and furnished for the purpose by Henry 
Sidgwick. She and Miss Bulley, taking the Moral Sciences Tripos in 1874 as 
Students of the ‘‘ Association for Promoting the Higher Education of Women in 
Cambridge,” were the first of the group to take honours at Cambridge. 
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degree of unselfishness and understanding that makes it difficult 
for friends and old pupils to think of them separately or to with- 
hold from her shining gifts of character a big share in what his 
intellect accomplished. 

Marriage, by involving the loss of his Fellowship, meant 
leaving Cambridge for a time,! and Marshall went to Bristol as 
the first Principal of University College, and as Professor of 
Political Economy. ‘‘ Just at that time,’’ Marshall has recorded, 
“ Balliol and New Colleges at Oxford were setting up at Bristol 
the first ‘ University College’: that is, a College designed to 
bring higher educational opportunities within the reach of the 
inhabitants of a large city, which had no University of its own. 
I was elected its first Principal: my wife lectured on Political 
Economy to a class consisting chiefly of ladies in the morning, 
and I lectured in the evening to a class composed chiefly of young 
business men.” Apart from his regular classes he gave a number 
of public evening lectures (references to some of which will be 
found in the Bibliographical Note below 2), including a series on 
Henry George’s Progress and Poverty. The work of the Marshalls 
at Bristol was much appreciated there, and the town kept 
up an interest in his career long after he had left it. But the 
administrative work, especially the business of begging money, 
which in view of the meagre endowments of the college 
was one of the main duties of the Principal, proved irksome 
and uncongenial. Soon after his marriage his health and 
nerves began to break down, chiefly as a result of stone in the 
kidney. He was anxious to resign the position of Principal, 
but there was no convenient opportunity until 1881, when the 
appointment of Professor Ramsay to the Department of Chemistry 
provided a suitable successor. He went with his wife to Italy 
for nearly a year, working quietly on the roof of a small hotel at 
Palermo for five months and then moving to Florence and to 
Venice. He came back to Bristol, where he was still Professor 
of Political Economy, in 1882 with his health much restored ; 
but he remained for the rest of his life somewhat hypochondriacal 
and inclined to consider himself on the verge of invalidism. 
In fact, his constitution was extremely tough and he remained 
in harness as a writer up to a very advanced age. But his nervous 


1 For a week or two Marshall entertained the idea of becoming a candidate 
for the Esquire Bedellship at Cambridge, as a help towards keeping himself. But 
‘the more I look at the poker,” he finally concluded, ‘‘ the less I like it.” He 
was actually, for a short time, Steward of St. John’s. 

2 The lecture on ‘‘ Water as an Element of National Wealth 
interesting. 


” 


is particularly 
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equilibrium was easily upset by unusual exertion or excitement 
or by controversy and difference of opinion; his power of con- 
tinuous concentration on difficult mental work was inferior to 
his wishes; and he became dependent on a routine of life adapted 
even to his whims and fancies. In truth he was haunted by a 
feeling that his physical strength and power of continuous con- 
centration were inferior to the fields of work which he saw 
stretching ahead, and to the actual constructions he had 
conceived but not yet given to the world. By 1877, 
when he was thirty-five years of age, he had worked out 
within him the foundations of little less than a new science, of 
great consequence to mankind; and a collapse of health and 
strength during the five years following, when he should have 
been giving all this to the world, partly broke his courage, though 
not his determination. 

Amongst the Governors of University College, Bristol, were 
Dr. Jowett, the Master of Balliol, and Professor Henry Smith, 
and these two were accustomed to stay with the Marshalls on 
their periodic visits to Bristol. Jowett’s interest in Economics 
was always lively. While Tutor of Balliol he had given courses 
of set lectures on Political Economy, and he continued to direct 
individual undergraduates in the subject up to the end of his life. 
Jowett’s interest and belief in Alfred Marshall were keenly 
aroused by the long evening talks which followed the meetings 
of the Governing Body; and, on the premature death of Arnold 
Toynbee in 1883, he invited Marshall to take his place as Fellow 
of Balliol and Lecturer in Political Economy to the selected 
candidates for the Indian Civil Service.” 

Marshall’s Oxford career was brief but successful. He 
attracted able pupils, and his public lectures were attended by 
larger and more enthusiastic classes than at any other period 
of his life. He encountered with credit, on different occasions, 


1 In the charming little obituary of Jowett which Marshall contributed to 
the Economic Journau (Vol. III., p. 745), he wrote: ‘ He took part in most 
of the questions which agitate modern economists ; but his own masters were 
Plato and Ricardo. Everything that they said, and all that rose directly out 
of what they said, had a special interest for him. . . . In pure economics his 
favourite subject was the Currency, and he took a keen interest in the recent 
controversy on it. His views were generally conservative; and he was never 
converted to bimetallism. But he was ready to follow wherever Ricardo had 
pointed the way; and in a letter written not long ago he raised the question 
whether the world would not outgrow the use of gold as its standard of value, 
and adopt one of those artificial standards which vex the soul of Mr. Giffen.” 

2 Jowett always remained very fond of Alfred Marshall, and, after the 
Marshalls left Oxford, it was with them that he generally stayed on his visits to 
Cambridge. 
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Henry George and Hyndman in public debate, and was taking 
a prominent position in the University. In November 1884, 
however, Fawcett died, and in January 1885 Marshall returned 
to Cambridge as Professor of Political Economy. 


IV 


Marshall’s serious study of Economic Theory began in 1867; 
his characteristic doctrines were far developed by 1875; and 
by 1883 they were taking their final form. Nevertheless no part 
of his work was given to the world at large in adequate shape 
until 1890 (Principles of Economics), and that part of the subject, 
at which he had worked earliest and which was most complete 
by 1875, was not treated in a published book until nearly fifty 
years later, in 1923 (Money, Credit and Commerce). Meanwhile 
he had not kept his ideas to himself, but had shared them without 
reserve in lecture and in talk with friends and pupils. They 
leaked out to wider circles in privately printed pamphlets and 
through the writings of his pupils, and were extracted in cross- 
examination by Royal Commissions. Inevitably when the books 
themselves appeared, they lacked the novelty and path-breaking 
powers which would have been acclaimed in them a generation 
earlier, and those economists all over the world who know Marshall 
only by his published work may find it difficult to understand 
the extraordinary position claimed for him by his English con- 
temporaries and successors. It is proper, therefore, that I should 
make an attempt, necessarily imperfect from lack of full data, 
to trace the progress of his ideas; and then to set forth the reasons 
or the excuses for the unhappy delay in their publication. 

Marshall’s serious study of Economics began in 1867. To 
fix our ideas of date: Mill’s Political Economy} had appeared 
in 1848; the seventh edition, in 1871, was the last to receive 
Mill’s own corrections; and Mill died in 1873. Das Kapital 
of Marx appeared in 1868; Jevons’ Theory of Political Economy # 


1 What a contrast to Marshall’s Principles the drafting of this famous book 
presents ! Mill’s Political Economy was commenced in the autumn of 1845 and was 
ready for the press before the end of 1847. In this period of little more than 
two years the work was laid aside for six months while Mill was writing articles 
in the Morning Chronicle (sometimes as many as five a week) on the Irish Peasant 
problem. At the same time Mill was_occupied all day in the India Office. (See 
Mill’s Autobiography.) 

2 Jevons’ Serious Fall in the Value of Gold ascertained, and its Social Effects 
set forth, had appeared in 1863 and his Variation of Prices in 1865, from which 
two papers the modern method of Index Numbers takes its rise. His main 
papers on the Periodicity of Commercial Crises were later (1875-1879). 
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in 1871; Menger’s Grundsédtze der Volkswirtschaftslehre, also in 
1871; Cairnes’ Leading Principles in 1874. 

Thus when Marshall began, Mill and Ricardo still reigned 
supreme and unchallenged. Roscher, of whom Marshall often 
spoke, was the only other influence of importance. The notion 
of applying mathematical methods was in the air. But it had 
not yet yielded anything substantial. Cournot’s Principes 
Mathématiques de la Théorie des Richesses (1835) is mentioned 
by Marshall in the Preface to the first edition of the Principles 
of Economics as having particularly influenced him; but I do not 
know at what date this book first came into his hands. This, 
and the natural reaction of Ricardo on a Cambridge mathe- 
matician of that date,? with perhaps some hints of algebraical 
treatment in the arithmetical examples of Mill’s Book III. 
chapter xviii.,3 on “‘ International Values,’ were all that Marshall 
had to go upon in the first instance. An account of the pro- 
gress of his thought from 1867 to his American trip in 1875, 
which Marshall himself put into writing,* is appropriate at this 
point :— 


“While still giving private lessons in mathematics,’ he 
translated as many as possible of Ricardo’s reasonings into 
mathematics; and he endeavoured to make them more general. 
Meanwhile he was attracted towards the new views of economics 
taken by Roscher and other German economists; and by 
Marx, Lassalle and other Socialists. But it seemed to him that 
the analytical methods of the historical economists were not 


1 For a complete bibliography of early hints and foreshadowings of mathe- 
matical treatment see the appendix to Irving Fisher’s edition of Cournot’s book. 
Fleeming Jenkin’s brief paper of 1868 was not generally available until 1870, 
but was certainly known to Marshall about that date (see his review of Jevons in 
The Academy, 1872). Jevons’ Brief Account of a General Mathematical Theory 
of Political Economy was presented to the Cambridge Meeting of the British 
Association in 1862 and published in the Statistical Journal in 1866; but this 
paper does not actually contain any mathematical treatment at all. Its purpose 
is to adumbrate the idea of “‘ the coefficient of utility ” (i.e. final utility), and 
to claim that this notion will allow the foundations of economics to be worked 
out as a mathematical extension of the hedonistic calculus. 

2 This was the age of Clerk Maxwell and W. K. Clifford, when the children 
of the Mathematical Tripos were busy trying to apply its apparatus to the 
experimental sciences. An extension to the moral sciences was becoming obvious. 
Boole and Leslie Ellis, a little earlier, were an important influence in the same 
direction. Alfred Marshall, in 1867, trained as he was, an intimate of W. K. 
Clifford, turning his attention to Ricardo, was bound to play about with diagrams 
and algebra. No other explanations or influences are needed. 

8 Particularly §§ 6-8, which were added by Mill to the third edition (1852). 

4 This account was contributed by him to a German compilation of Portraits 
and Short Lives of leading Economists. 5 1867. 
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always sufficiently thorough to justify their confidence that 
the causes which they assigned to economic events were the 
true causes. He thought indeed that the interpretation of 
the economic past was almost as difficult as the prediction of 
the future. The Socialists also seemed to him to underrate 
the difficulty of their problems, and to be too quick to assume 
that the abolition of private property would purge away the 
faults and deficiencies of human nature. . . . He set himself 
to get into closer contact with practical business and with 
the life of the working classes. On the one side he aimed at 
learning the broad features of the technique of every chief 
industry; and on the other he sought the society of trade 
unionists, co-operators and other working-class leaders. Seeing, 
however, that direct studies of life and work would not yield 
much fruit for many years, he decided to fill the interval by 
writing a separate monograph or special treatise on Foreign 
Trade; for the chief facts relating to it can be obtained from 
printed documents. He proposed that this should be the 
first of a group of monographs on special economic problems; 
and he hoped ultimately to compress these monographs into 
a general treatise of a similar scope to Mill’s. After writing 
that larger treatise, but not before, he thought he might be 
ready to write a short popular treatise. He has never changed 
his opinion that this is the best order of work; but his plans 
were overruled, and almost inverted, by the force of circum- 
stances. He did indeed write the first draft of a monograph 
on Foreign Trade; and in 1875 he visited the chief seats of 
industry in America with the purpose of studying the problem 
of Protection in a new country. But this work was suspended 
by his marriage; and while engaged, in conjunction with his 
wife, in writing a short account of the Economics of Industry, 
forcibly simplified for working-class readers, he contracted 
an illness so serious that for some time he appeared unlikely 
to be able to do any more hard work. A little later he thought 
his strength might hold out for recasting his diagrammatic 
illustrations of economic problems. Though urged by the late 
Professor Walras about 1873 to publish these, he had declined 
to do so; because he feared that if separated from all concrete 
study of actual conditions, they might seem to claim a more 
direct bearing on real problems than they in fact had. He 
began, therefore, to supply some of the requisite limitations 
and conditions, and thus was written the kernel of the fifth 


book of his Principles. From that kernel the present volume 
z2 











330 THE ECONOMIC JOURNAL [SEPT. 


was extended gradually backwards and forwards, till it reached 
the form in which it was published in 1890.” 


The fateful decision was the abandonment of the project to 
write “a group of monographs on special economic problems” 
in favour of a comprehensive treatise which should be born 
complete and fully-armed from the head of an economic Jove ;— 
particularly when the special problems on which Marshall had 
worked first, Money and Foreign Trade, were held to occupy, 
logically, the latest sections of this treatise, with the result that 
they did not see the light for fifty years. 

The evidence as to the order of his studies is as follows: In 
1867 he began with the development of diagrammatic methods, 
with special regard to the problems of foreign trade, mainly under 
the influence of Ricardo and Mill. To this was added the influence 
of Cournot, and in a less degree that of von Thiinen, by which he 
“‘ was led to attach great importance to the fact that our obser- 
vations of nature, in the moral as in the physical world, relate 
not so much to aggregate quantities, as to increments of quantities, 
and that in particular the demand for a thing is a continuous 
function, of which the ‘marginal’ increment is, in stable 
equilibrium, balanced against the corresponding increment of 
its cost of production. It is not easy to get a clear full view of 
Continuity in this aspect without the aid either of mathematical 
symbols or of diagrams.” } 

By 1871 his progress along these lines was considerably 
advanced. He was expounding the new ideas to pupils and the 
foundations of his diagrammatic economics had been truly laid. 
In that year there appeared, as the result of independent work, 
Jevons’ Theory of Political Economy. The publication of this 
book must have been an occasion of some disappointment and 
annoyance to Marshall. It took the cream of novelty off the 
new ideas which Marshall was slowly working up, without giving 
them—in Marshall’s judgment—adequate or accurate treatment. 
Nevertheless it undoubtedly gave Jevons priority of publication 
as regards the group of ideas connected with “ marginal ”’ (or, as 
Jevons called it, “final ’’) utility. Marshall’s references to the 
question of priority are extremely reserved. He is careful to 
leave Jevons’ claim undisputed, whilst pointing out, indirectly, 
but quite clearly and definitely, that his own work owed little or 
nothing to Jevons.? 

1 Preface to Ist edition of Principles of Economics. 


2 See, particularly, (1) his footnote relating to his use of the term ‘‘ marginal ”’ 
(Preface to Principles, 1st ed.), where he implies that the word was suggested to 
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In 1872 Marshall reviewed! Jevons’ Political Economy in 
The Academy. This review,? while not unfavourable, is somewhat 
cool and it points out several definite errors. ‘“‘ The main value 
of the book,” it concludes, “ does not lie in its more prominent 
theories, but in its original treatment of a number of minor 
points, its suggestive remarks and careful analyses. We continu- 
ally meet with old friends in new dresses. . . . Thus it is a 
familiar truth that the total utility of any commodity is not 
proportional to its final degree of utility. . . . But Prof. Jevons 
has made this the leading idea of the costume in which he 
has displayed a large number of economic facts.” When, 
however, Marshall came, in later years, to write the Prin- 
ciples his desire to be scrupulously fair to Jevons and to 
avoid the least sign of jealousy is very marked. It is true that 
in one passage? he writes: “It is unfortunate that here as 
elsewhere Jevons’ delight in stating his case strongly has led him 
to a conclusion, which not only is inaccurate, but does 
mischief... . But he says elsewhere:4 ‘‘ There are few 
writers of modern times who have approached as near to the 
brilliant originality of Ricardo as Jevons has done,” and ‘“‘ There 
are few thinkers whose claims on our gratitude are as high and 
as various as those of Jevons.” 

In truth, Jevons’ Theory of Political Economy is a brilliant, 
but hasty, inaccurate and incomplete brochure, as far removed 





him, as a result of reading von Thiinen (though von Thiinen does not actually 
use the word), before Jevons’ book appeared (in his British Association paper 
of 1862, published in 1866, Jevons uses the term “‘ coefficient of utility ’’), that, 
after its appearance, he temporarily deferred to Jevons and adopted his word 
“ final ” (e.g. in the first Hconomics of Industry), and that later on he reverted to 
his original phrase as being the better (it is also an almost literal equivalent of 
Menger’s word ‘“‘ Grenznutzen ”’); and (2) his footnote to Book ITI. chap. vi. § 3 
on Consumers’ Rent (or Surplus) where he writes (my italics): ‘‘ The notion 
of an exact measurement of Consumers’ Rent was published by Dupuit in 1844. 
But his work was forgotten; and the first to publish a clear analysis of 
the relation of total to marginal (or final) utility in the English language was 
Jevons in 1871, when he had not read Dupuit. The notion of Consumers’ 
Rent was suggested to the present writer by a study of the mathematical 
aspects of demand and utility under the influence of Cournot, von Thiinen and 
Bentham.” 

1 IT believe that Marshall only wrote two reviews in the whole of his life—this 
review of Jevons in 1872, and a review of Edgeworth’s Mathematical Psychics 
in 1881. 

2 The main interest of the review, which is, so far as I am aware, A. M.’s first 
appearance in print (at thirty years of age), is, perhaps, the many respects in 
which it foreshadows Marshall’s permanent attitude to his subject. 

3 p. 166 (3rd ed.). 

4 In the Note on Ricardo’s Theory of Value, which is, in the main, a reply 
to Jevons. 
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as possible from the painstaking, complete, ultra-conscientious, 
ultra-unsensational methods of Marshall. It brings out unfor- 
gettably the notions of final utility and of the balance between 
the disutility of labour and the utility of the product. But it 
lives merely in the tenuous world of bright ideas} when we 
compare it with the great working machine evolved by the 
patient, persistent toil and scientific genius of Marshall. Jevons 
saw the kettle boil and cried out with the delighted voice of a 
child; Marshall too had seen the kettle boil and sat down 
silently to build an engine. 

Meanwhile Marshall worked on at the generalised diagram- 
matic scheme, disclosed in his papers on the Pure Theory of 
Foreign Trade and Domestic Values. These must have been 
substantially complete about 1873 and were communicated to 
his pupils (particularly to Sir H. H. Cunynghame) about that 
date. They were drafted as non-consecutive? chapters of 
The Theory of Foreign Trade, with some Allied Problems relating 
to the Doctrine of Laisser Faire, which he nearly completed in 
1875-7 after his return from America, embodying the results 
of his work from 1869 onwards.* In 1877 he turned aside to 
write the Economics of Industry, with Mrs. Marshall. In 1879 
Henry Sidgwick, alarmed at the prospect of Marshall’s right of 
priority being taken from him, printed them for private circulation 
and copies were sent to leading economists at home and abroad. 
These chapters, which are now very scarce, have never been 
published to the world at large, but the most significant parts of 
them were incorporated in Book V. chaps. xi. and xii. of the 
Principles of Economics, and (fifty years after their origination) 
in Appendix J of Money Credit and Commerce. 

Marshall’s mathematical and diagrammatic exercises in 
Economic Theory were of such a character in their grasp, com- 
prehensiveness and scientific accuracy and went so far beyond the 
“ bright ideas’ of his predecessors, that we may justly claim 
him as the founder of modern diagrammatic economics—that 
elegant apparatus which generally exercises a powerful attraction 


1 How disappointing are the fruits, now that we have them, of the bright 
idea of reducing Economics to a mathematical application of the hedonistic 
calculus of Bentham ! 

2 The last proposition of Foreign Trade (which comes first) is Prop. XIII. ; 
the first of Domestic Values is Prop. XVII. 

3“ Chiefly between 1869 and 1873”—see Money Credit and Commerce, 
p. 330. 

4 See the Preface to the first edition of the Principles. Jevons refers to them 
in the 2nd edition of his Theory, published in 1879; and Pantaleoni reproduced 
much of them in his Principii di Economia Pura (1889). 
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on clever beginners, which all of us use as an inspirer of, and a 
check on, our intuitions and as a shorthand record of our results, 
but which generally falls into the background as we penetrate 
further into the recesses of the subject. The fact that Marshall’s 
results percolated to the outer world a drop at a time and reached 
in their complete form only a limited circle, lost him much 
international fame, which would otherwise have been his, and even, 
perhaps, retarded the progress of the subject. Nevertheless we 
can, I think, on reflection understand Marshall’s reluctance to 
open his career with publishing his diagrammatic apparatus by 
itself. 

For, whilst it was a necessary appurtenance of his intellectual 
approach to the subject, an appearance of emphasising or 
exalting such methods pointed right away from what he 
regarded, quite early in his life, as the proper attitude to 
economic inquiry. Moreover, Marshall, as one who had been 
Second Wrangler and had nourished ambitions to explore 
molecular physics, always felt a slight contempt from the 
intellectual or esthetic point of view for the rather “ potty ” scraps 
of elementary algebra, geometry, and differential calculus which 
make up mathematical economics! Unlike physics, for example, 
such parts of the bare bones of economic theory as are expressible 
in mathematical form are extremely easy compared with the 
economic interpretation of the complex and incompletely known 
facts of experience,” and lead one but a very little way towards 
establishing useful results. 

Marshall felt all this with a vehemence which not all his 
pupils have shared. The preliminary mathematics was for him 
child’s-play. He wanted to enter the vast laboratory of the 


1 Mathematical economics often exercise an excessive fascination and 
influence over students who approach the subject without much previous 
training in technical mathematics. They are so easy as to be within the grasp 
of almost anyone, yet do introduce the student, on a small scale, to the delights 
of perceiving constructions of pure form, and place toy bricks in his hands 
that he can manipulate for himself, which gives a new thrill to those who have 
had no glimpse of the sky-scraping architecture and minutely embellished 
monuments of modern mathematics. 

2 Professor Planck of Berlin, the famous originator of the Quantum Theory, 
once remarked to me that in early life he had thought of studying economics, 
but had found it too difficult! Professor Planck could easily master the whole 
corpus of mathematical economics in a few days. He did not mean that! But 
the amalgam of logic and intuition and the wide knowledge of facts, most of which 
are not precise, which is required for economic interpretation in its highest form, 
is, quite truly, overwhelmingly difficult for those whose gift mainly consists in 
the power to imagine and pursue to their furthest points the implications and 
prior conditions of comparatively simple facts which are known with a high 
degree of precision. 
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world, to hear its roar and distinguish the several notes, to speak 
with the tongues of business men, and yet to observe all with 
the eyes of a highly intelligent angel. So “he set himself,” as 
is recorded in his own words above (p. 329), “to get into 
closer contact with practical business and with the life of the 
working classes.” 

Thus Marshall, having begun by founding modern diagram- 
matic methods, ended by using much self-obliteration to keep 
them in their proper place. When the Principles appeared, 
the diagrams were imprisoned in footnotes, or, at their freest, 
could but exercise themselves as in a yard within the confines 
of a brief Appendix. As early as 1872, in reviewing Jevons’ 
Political Economy, he wrote: ‘‘ We owe several valuable sug- 
gestions to the many investigations in which skilled mathe- 
maticians, English and continental, have applied their favourite 
method to the treatment of economical problems. But all that 
has been important in their reasonings and results has, with 
scarcely an exception, been capable of being described in ordinary 
language. . . . The book before us would be improved if the 
mathematics were omitted, but the diagrams retained.” In 
1881, reviewing Edgeworth’s Mathematical Psychics, after begin- 
ning “‘ This book shows clear signs of genius, and is a promise of 
great things to come,” he adds, “It will be interesting, in 
particular, to see how far he succeeds in preventing his mathe- 
matics from running away with him, and carrying him out of 
sight of the actual facts of economics.” And finally, in 1890, 
in the Preface to the Principles, he first emphasises his preference 
for diagrams over algebra, then allows the former a limited 
usefulness,! and reduces the latter to the position of a convenience 
for private use.” 

In his reaction against excessive addiction to these methods, 
and also (a less satisfactory motive) from fear of frightening 
“business men” away from reading his book, Marshall may 
have gone too far. After all, if “there are many problems of 
pure theory, which no one who has once learnt to use diagrams 


1 “ The argument in the text is never dependent on them; and they may be 
omitted; but experience seems to show that they give a firmer grasp of many 
important principles than can be got without their aid; and that there are 
many problems of pure theory, which no one who has once learnt to use diagrams 
will willingly handle in any other way.” 

2 “The chief use of pure mathematics in economic questions seems to be 
in helping a person to write down quickly, shortly and exactly, some of his 
thoughts for his own use. . . . It seems doubtful whether anyone spends his 
time well in reading lengthy translations of economic doctrines into mathematics, 
that have not been made by himself.” 
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will willingly handle in any other way,” such diagrams must 
surely form a part of every advanced course in economics,! and 
they should be available for students in the fullest and clearest 
form possible.” 

Whilst, however, Marshall’s reluctance to print the results 
of his earliest investigations is mainly explained by the profundity 
of his insight into the true character of his subject in its highest 
and most useful developments, and by his unwillingness to fall 
short of his own ideals in what he gave to the world, it was a 
great pity that The Theory of Foreign Trade, with some Allied 
Problems relating to the Doctrine of Laisser Faire, did not see the 
light in 1877, even in an imperfect form.* After all, he had 
originally embarked on this particular inquiry because, in this 
case, ‘‘ the chief facts relating to it can be obtained from printed 
documents”; and these facts, supplemented by those which 
he had obtained first-hand during his visit to the United States 
about the actual operation of Protection in a new country, 
might have been deemed sufficient for a monograph. The 
explanation is partly to be found in the fact that, when his health 
broke down, he believed that he had only a few years to live and 
that these must be given to the working out of his fundamental 
ideas on Value and Distribution. 

We must regret still more Marshall’s postponement of the 
publication of his Theory of Money until extreme old age, when 
time had deprived his ideas of freshness and his exposition of 
sting and strength. There is no part of Economics where 
Marshall’s originality and priority of thought are more marked 
than here, or where his superiority of insight and knowledge over 
his contemporaries was greater. There is hardly any leading 


1 Marshall himself always used them freely in his lectures. 

2 Two former pupils of Marshall’s, Sir Henry Cunynghame and Mr. A. W. 
Flux, have done something to supply the want. But we still, after fifty years, 
lack the ideal text-book for this purpose. Professor Bowley’s lately published 
Mathematical Groundwork of Economics runs somewhat counter to Marshall’s 
precepts by preferring, on the whole, algebraical to diagrammatic methods. 

3 Indeed, it is not very clear why he abandoned the publication of this book. 
Certainly up to the middle of 1877 he still intended to publish it. My father 
noted in his diary on Feb. 8, 1877: ‘* Marshall has brought me part of the MS. 
of a book on foreign trade that he is writing, for me to look over.’’ Both Sidgwick 
and Jevons had also read it in manuscript, and had formed a high opinion of it, 
as appears from their testimonials written in June, 1877, when Marshall was 
applying for the Bristol appointment. Sidgwick wrote: “I doubt not that his 
forthcoming work, of which the greater part is already completed, will give him 
at once a high position among living English economists.” And Jevons: 
““ Your forthcoming work on the theory of Foreign Trade is looked forward to 
with much interest by those acquainted with its contents, and will place you 
among the most original writers on the science.” 
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feature in the modern Theory of Money which was not known 
to Marshall forty years ago. Here too was a semi-independent 
section of the subject ideally suited to separate treatment in a 
monograph. Yet apart from what is embedded in his evidence 
before Royal Commissions and occasional articles, not one single 
scrap was given to the world in his own words and his own 
atmosphere at the right time. Since Money was from the early 
seventies onwards one of his favourite topics for lectures, his 
main ideas became known to pupils in a general way,! with the 
result that there grew up at Cambridge an oral tradition, first 
from Marshall’s own lectures and since his retirement from those 
of Professor Pigou, different from, and (I think it may be claimed) 
superior to, anything that could be found in printed books 
until recently.2, It may be convenient at this point to attempt 
a brief summary of Marshall’s main contributions to Monetary 
Theory. 

Marshall printed nothing whatever on the subject of Money 3 
previously to the Bimetallic controversy, and even then he waited 
a considerable time before he intervened. His first serious con- 
tribution to the subject was contained in his answers to a 
questionnaire printed by the Royal Commission on the Depression 
of Trade and Industry in 1886. This was followed by his article 
on ‘‘ Remedies for Fluctuations of General Prices” in the 
Contemporary Review for March 1887; and a little later by his 
voluminous evidence before the Gold and Silver Commission in 
1887 and 1888. In 1899 came his evidence before the Indian 
Currency Committee. But his theories were not expounded in 
a systematic form until the appearance of Money Credit and 
Commerce in 1923. By this date nearly all his main ideas 
had found expression in the works of others. He had passed 
his eightieth year; his strength was no longer equal to much 
more than piecing together earlier fragments; and its jejune 
treatment, carefully avoiding difficulties and complications, 
yields the mere shadow of what he had had it in him to 
bring forth twenty 4 or (better) thirty years earlier. It happens, 


1 His unsystematic method of lecturing prevented the average, and even the 
superior, student from getting down in his notes anything very consecutive or 
complete. 

2 Professor Irving Fisher has been the first, in several instances, to publish 
in book-form ideas analogous to those which had been worked out by Marshall 
at much earlier dates. 

® The Economics of Industry (1879) was not intended to cover this part of 
the subject and contains only a brief reference to it. The references to the 
Trade Cycle in this book are, however, important. 

4 I can speak on this matter from personal recollection, since it was only a 
little later than this (in 1906) that I attended his lectures on Money. 
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however, that the earliest extant manuscript of Marshall’s, 
written about 1871, deals with his treatment of the Quantity 
Theory. It is a remarkable example of the continuity of 
his thought from its first beginnings between 1867 and 1877, 
that the whole of the substance of Book I. chapter iv. of his 
Money Credit and Commerce is to be found here, worked out 
with fair completeness and with much greater strength of exposi- 
tion and illustration than he could manage fifty years later. I 
have no evidence at what date he had arrived at the leading 
ideas underlying his Contemporary Review article or his evidence 
before the Gold and Silver Commission.1 But the passages about 
Commercial Crises in the Economics of Industry, from which he 
quoted freely in his reply to the Trade Depression Commissioners, 
show that he was on the same lines of thought in 1879. The 
following are the most important and characteristic of Marshall’s 
original contributions to this part of Economics. 

(1) The exposition of the Quantity Theory of Money as a 
part of the General Theory of Value. He always taught that 
the value of money is a function of its supply on the one hand, 
and the demand for it, on the other, as measured by “ the average 
stock of command over commodities which each person cares 
to keep in a ready form.” He went on to explain how each 
individual decides how much to keep in a ready form as the 
result of a balance of advantage between this and alternative 
forms of wealth. ‘“‘ The exchange value of the whole amount 
of coin in the Kingdom,” he wrote in the manuscript of 
1871 mentioned above, “is just equal to that of the whole 
amount of the commodities over which the members of the 
community have decided to keep a command in this ready 
form. Thus with a silver currency if we know the number 
of ounces of silver in circulation we can determine what the 
value of one ounce of silver will be in terms of other com- 
modities by dividing the value of above given amount of 
commodities by the number of ounces. Suppose that on the 
average each individual in a community chose to keep command 
over commodities in a ready form to the extent of one-tenth of 
his year’s income. The money, supposed in this case exclusively 
silver, in the Kingdom will be equal in value to one-tenth of the 
annual income of the kingdom. Let their habits alter, each 


1 In expounding his “ Symmetallism”’ to the Commissioners he said (Q. 
9837): ‘‘ I have a bimetallic hobby of my own. . . . I have had it by me now 
for more than 10 years ’—which brings this particular train of thought back 
to before 1878. 
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person being willing, for the sake of gain in other ways, to be to 
a greater extent without the power of having each want satisfied 
as soon as it arises. Let on the average each person choose to 
keep command over commodities in a ready form only to the 
extent of a twentieth part of his income. So much silver as 
before not being wanted at the old value, it will fall in value. It 
would accordingly be more used in manufactures, while its 
production from the mines would be checked... .’1 He 
points out that the great advantage of this method of approach 
is that it avoids the awkward conception of ‘“ rapidity of circula- 
tion ”’ (though he is able to show the exact logical relation between 
the two conceptions): ‘‘ When, however, we try to establish a 
connection between ‘ the rapidity of circulation’ and the value 
of money, it introduces grave complications. Mr. Mill is aware 
of the evil (Political Economy, Book III. chap. viii. § 3, latter 
part), but he has not pointed the remedy.”? Marshall also 
expounded long ago the way in which distrust of a currency 
raises prices by diminishing the willingness of the public to hold 
stocks of it—a phenomenon to which recent events have now 
called everyone’s attention; and he was aware that the fluctuation 
in the price level, which is an accompaniment of the trade cycle, 
corresponds to a fluctuation in the volume of ‘‘ ready command ” 3 
which the public desire to hold. 

(2) The distinction between the “real” rate of interest and 
the ‘‘money’’ rate of interest, and the relevance of this to the 
credit cycle, when the value of money is fluctuating. The first clear 
exposition of this is, I think, that given in the Principles (1890), 
Book VI. chap. vi. (concluding note).* 

(3) The causal train by which, in modern credit systems, an 
additional supply of money influences prices, and the part played 
by the rate of discount. The locus classicus for an account of 
this, and the only detailed account for many years to which 
students could be referred, is Marshall’s Evidence before the 
Gold and Silver Commission, 1887 (particularly the earlier part 
of his evidence), supplemented by his Evidence before the Indian 
Currency Committee, 1899. It was an odd state of affairs 


1 When I attended his lectures in 1906 he used to illustrate this theory with 
some very elegant diagrams. 

* This extract, as well as that given above, is from the manuscript of 1871. 

3 This is Marshall’s phrase for what I have called “ real balances.” 

‘ In repeating the substance of this Note to the Indian Currency Committee 
(1899) he refers in generous terms to the then-recent elaboration of the idea in 
Professor Irving Fisher’s Appreciation and Interest (1896). See also for some 
analogous ideas Marshall’s first Economics of Industry (1879), Book III. 
chap. i. §§ 5, 6. 
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that one of the most fundamental parts of Monetary Theory 
should, for about a quarter of century, have been available to 
students nowhere except embedded in the form of question-and- 
answer before a Government Commission interested in a transitory 
practical problem. 

(4) The enunciation of the “ Purchasing Power Parity” 
Theory as determining the rate of exchange between countries 
with mutually inconvertible currencies. In substance this 
theory is due to Ricardo, but Professor Cassel’s restatement of 
it in a form applicable to modern conditions was anticipated 
by Marshall in the memorandum! appended to his Evidence 
before the Gold and Silver Commission (1888). It also had 
an important place in the conclusions which he laid before the 
Indian Currency Committee in 1899. The following from an 
abstract of his opinions handed in by Marshall to the Gold and 
Silver Commission gives his theory in a nutshell: “ Let B have 
an inconvertible paper-currency (say roubles). In each country 
prices will be governed by the relation between the volume of the 
currency and the work it has to do. The gold price of the 
rouble will be fixed by the course of trade just at the ratio which 
gold prices in A bear to rouble prices in B (allowing for cost of 
carriage).” 

(5) The “chain”? method of compiling index-numbers. The 
first mention of this method is in a footnote to the last section 
(entitled How to Estimate a Unit of Purchasing Power) of his 
“‘ Remedies for Fluctuations of General Prices ”’ (1887). 

(6) The proposal of paper currency for the circulation (on 
the lines of Ricardo’s ‘‘ Proposals for an Economical and Secure 
Currency ’’) based on gold-and-silver symmetallism as the standard. 
This suggestion is first found in his reply to the Commissioners 
on Trade Depression in 1886. He argued that ordinary bi- 
metallism would always tend to work out as alternative- 
metallism. ‘‘ I submit,’ he went on, “that, if we are to have 
a great disturbance of our currency for the sake of bi-metallism, 
we ought to be sure that we get it. . . . My alternative scheme 
is got from his (Ricardo’s) simply by wedding a bar of silver 

1 Entitled Memorandum as to the Effects which Differences between the Cur- 
rencies of different Nations have on International Trade. His illustrations are in 


terms of English gold and Russian paper roubles; and alternatively of English 
gold and Indian silver. He argues that a prolonged departure from purchasing 


power parity (he does not use this term) is not likely except when there is “a 
general distrust of Russia’s economic future, which makes investors desire to 
withdraw their capital from Russia,”—a remarkable prevision of recent events. 
A portion of this Memorandum was reproduced as the first part of Appendix G 


of Money Credit and Commerce. 
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of, say, 2,000 grammes to a bar of gold of, say, 100 grammes; 
the government undertaking to be always ready to buy or sell 
a wedded pair of bars for a fixed amount of currency. . . . This 
plan could be started by any nation without waiting for the 
concurrence of others.” He did not urge the immediate adoption 
of this system, but put it forward as being at least preferable 
to bi-metallism. The same proposal was repeated in 1887 in 
his article on “‘ Remedies for Fluctuations of General Prices,” 
and in 1888 in his Evidence before the Gold and Silver Com- 
mission.} 

(7) The proposal of an official Tabular Standard for optional use 
in the case of long contracts. This proposal first appears in an appen- 
dix to a paper on remedies for the discontinuity of employment, 
which Marshall read at the “‘ Industrial Remuneration Conference ”’ 
in 1885.2. He repeated, and added to, what he had said there, in 
his Reply to the Commissioners on Trade Depression in 1886. 
“A great cause of the discontinuity of industry,” he wrote, “‘ is 
the want of certain knowledge as to what a pound is going to 
be worth a short time hence. . . . This serious evil can be much 
diminished by a plan which economists have long advocated. 
In proposing this remedy I want government to help business, 
though not to do business. It should publish tables showing as 
closely as may be the changes in the purchasing power of gold, 
and should facilitate contracts for payments to be made in terms 
of units of fixed purchasing power. . . . The unit of constant 
general purchasing power would be applicable, at the free choice 
of both parties concerned, for nearly all contracts for the pay- 
ment of interest, and for the repayment of loans; and for many 
contracts for rent, and for wages and salaries. . . . I wish to 
emphasise the fact that this proposal is independent of the form 
of our currency, and does not ask for any change in it. I admit 
that the plan would seldom be available for the purposes of 
international trade. But its importance as a steadying influence 
to our home trade could be so great, and its introduction would 
be so easy and so free from the evils which generally surround 
the interference of Government in business, that I venture to 
urge strongly its claims on your immediate attention.” This 
important proposal was further developed in Marshall’s remarkable 
essay on ‘‘ Remedies for Fluctuations of General Prices,” which 
has been mentioned above. ‘The first three sections of this essay 


1 See also Money Credit and Commerce, pp. 64-67. 
2 Entitled: ‘‘ How far do remediable causes influence prejudicially (a) the 
continuity of employment, (b) the rates of wages?” 
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are entitled: I. The Evils of a Fluctuating Standard of Value; 
Il. The Precious Metals cannot afford a good Standard of Value ; 
Ill. A Standard of Value independent of Gold and Silver. 
Marshall had a characteristic habit in all his writings of 
reserving for footnotes what was most novel or important 
in what he had to say;! and the following is an extract 
from a footnote to this essay: “Every plan for regulating 
the supply of the currency, so that its value shall be constant, 
must, I think, be national and not international. I will indicate 
briefly two such plans, though I do not advocate either of them. 
On the first plan the currency would be inconvertible. An 
automatic Government Department would buy Consols for 
currency whenever £1 was worth more than a unit, and would 
sell Consols for currency whenever it was worth less. . . . The 
other plan is that of a convertible currency, each £1 note giving 
the right to demand at a Government Office as much gold as 
at that time had the value of half a unit together with as much 
silver as had the value of half a unit.” 2 

The Economist mocked at Symmetallism and the optional 
Tabular Standard; and Marshall, always a little over-afraid of 
being thought unpractical or above the head of the “ business 
man ”’ (that legendary monster), did not persevere.’ 


V 


I promised, above, that I would endeavour to set forth the 
reasons or the excuses for the delay in the publication of Marshall’s 
methods and theories concerning Diagrammatic Methods, the 
Theory of Foreign Trade, and the Principles of Money and Credit. 
I think that the reasons, some of which apply to all periods of his 
life, were partly good and partly bad. Let us take the good 
ones first. 


1 It would almost be better to read the footnotes and appendices of Marshall’s 
big volumes and omit the text, rather than vice versa. 

2 The last part of this sentence presumes the adoption of Symmetallism. 
The second plan is akin to Prof. Irving Fisher’s “‘ Compensated Dollar.” 

3 In December 1923, after I had sent him my Tract on Monetary Reform 
he wrote to me: ‘“‘ As years go on it seems to become ever clearer that there 
ought to be an international currency; and that the—in itself foolish—super- 
stition that gold is the ‘natural’ representative of value has done excellent 
service. I have appointed myself amateur currency-mediciner; but I cannot 
give myself even a tolerably good testimonial in that capacity. And I am soon 
to go away; but, if I have opportunity, I shall ask new-comers to the celestial 
regions whether you have succeeded in finding a remedy for currency-maladies.”’ 
As regards the choice between the advantages of a national and of an international 
currency I think that what he wrote in 1887 was the truer word, and that a 
constant-value currency must be, in the first instance at least, a national currency. 
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Marshall, as already pointed out above, arrived very early at 
the point of view that the bare bones of economic theory are 
not worth much in themselves and do not carry one far in 
the direction of useful, practical conclusions. The whole point 
lies in applying them to the interpretation of current economic 
life. This requires a profound knowledge of the actual facts 
of industry and trade. But these and the relation of individual 
men to them are constantly and rapidly changing. Some 
extracts from his Inaugural lecture at Cambridge ! will indicate 
his position : 


“The change that has been made in the point of view of 
Economics by the present generation is due to the discovery 
that man himself is in a great measure a creature of circum- 
stances and changes with them. The chief fault in English 
economists at the beginning of the century was not that they 
ignored history and statistics, but that they regarded man 
as so to speak a constant quantity, and gave themselves little 
trouble to study his variations. They therefore attributed 
to the forces of supply and demand a much more mechanical 
and regular action than they actually have. Their most 
vital fault was that they did not see how liable to change 
are the habits and institutions of industry. But the Socialists 
were men who had felt intensely, and who knew something 
about the hidden springs of human action of which the 
economists took no account. Buried among their wild 
rhapsodies there were shrewd observations and pregnant 
suggestions from which philosophers and economists had much 
to learn. Among the bad results of the narrowness of the 
work of English economists early in the century, perhaps the 
most unfortunate was the opportunity which it gave to sciolists 
to quote and misapply economic dogmas. Ricardo and his 
chief followers did not make clear to others, it was not even 
quite clear to themselves, that what they were building up 
was not universal truth, but machinery of universal applica- 
tion in the discovery of a certain class of truths. While 
attributing high and transcendent universality to the central 
scheme of economic reasoning, I do not assign any universality 
to economic dogmas. It is not a body of concrete truth, but 
an engine for the discovery of concrete truth.” ? 


1 The Present Position of Economics, 1885. 

2 This is a portmanteau quotation,—I have run together non-consecutive 
passages. Parts of this lecture were transcribed almost verbatim in the Principles, 
Book I. chap. iv. 
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Holding these views and living at a time of reaction against 
economists when the faults of his predecessors, to which he draws 
attention above, were doing their maximum amount of harm, 
he was naturally reluctant to publish the isolated apparatus of 
economics, divorced from its appropriate applications. Diagrams 
and pure theory by themselves might do more harm than good, 
by increasing the confusion between the objects and methods of 
the mathematical sciences and those of the social sciences, and 
would give what he regarded as just the wrong emphasis. 
In publishing his intellectual exercises without facing the grind 
of discovering their points of contact with the real world, he 
would be following and giving bad example. On the other hand, 
the relevant facts were extremely hard to come by—much 
harder than now. The progress of events in the ’seventies and 
eighties, particularly in America, was extraordinarily rapid; 
and organised sources of information, of which there are now so 
many, scarcely existed. In the twenty years from 1875 to 1895 
he was, in fact, greatly increasing his command over real facts 
and his power of economic judgment, and the work which he 
could have published between 1875 and 1885, would have been 
much inferior to what he was capable of between 1885 and 1895. 

The other valid reason was a personal one. At the critical 
moment of his life his health was impaired. After health was 
restored, the preparation of lectures and the time he devoted to 
his pupils made big interruptions in the writing of books. He 
was too meticulous in his search for accuracy, and also for 
conciseness of expression, to be a ready writer. He was 
particularly unready in the business of fitting pieces into a big 
whole and of continually re-writing them in the light of their 
reactions on and from the other pieces. He was always trying 
to write big books, yet lacked the power of rapid execution and 
continuous concentration (such as J. 8. Mill had) and that of con- 
tinuous artistic sensibility to the whole (such as Adam Smith 
had) which are necessary for the complete success of a Treatise. 

We are now approaching in our explanations what we must 
admit as bad reasons. Given his views as to the impossibility 
of any sort of finality in Economics and as to the rapidity with 
which events change, given the limitations of his own literary 
aptitudes and of his leisure for book-making, was it not a fatal 
decision to abandon his first intention of separate, independent 
monographs in favour of a great Treatise? I think that it was, 
and that certain weaknesses contributed to it. 


Marshall was conscious of the great superiority of his powers 
No. 135.—voL, xxXIv. AA 
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over those of his surviving contemporaries. In his Inaugural 
lecture of 1885 he said: “‘ Twelve years ago England possessed 
perhaps the ablest set of economists that there have ever been 
in a country at one time. But one after another there have been 
taken from us Mill, Cairnes, Bagehot, Cliffe Leslie, Jevons, 
Newmarch and Fawcett.” There was no one left who could 
claim at that date to approach Marshall in stature. To his own 
pupils, who were to carry on the Economics of the future, 
Marshall was ready to devote time and strength. But he was too 
little willing to cast his half-baked bread on the waters, to trust 
in the efficacy of the co-operation of many minds, and to let 
the big world draw from him what sustenance it could. Was be 
not attempting, contrary to his own principles, to achieve 
an impossible finality? An Economic Treatise may have great 
educational value. Perhaps we require one treatise, as a 
piéce de resistance, for each generation. But in view of the 
transitory character of economic facts, and the bareness of 
economic principles in isolation, does not the progress and 
the daily usefulness of economic science require that pioneers 
and innovators should eschew the Treatise and prefer the 
pamphlet or the monograph? I depreciated Jevons’ Political 
Economy above on the ground that it was no more than a 
brilliant brochure. Yet it was Jevons’ willingness to spill his 
ideas, to flick them at the world, that won him his great 
personal position and his unrivalled power of stimulating other 
minds. Every one of Jevons’ contributions to Economics was 
in the nature of a pamphlet. Malthus spoilt the Essay on 
Population when, after the first edition, he converted it into a 
Treatise. Ricardo’s greatest works were written as ephemeral 
pamphlets. Did not Mill, in achieving by his peculiar gifts a 
successful Treatise, do more for pedagogics than for science, and 
end by sitting like an Old Man of the Sea on the voyaging 
Sinbads of the next generation?+ Economists must leave to 
Adam Smith alone the glory of the Quarto, must pluck the 
day, fling pamphlets into the wind, write always sub specie 
temporis, and achieve immortality by accident, if at all. 
Moreover, did not Marshall, by keeping his wisdom at home 
until he could produce it fully clothed, mistake, perhaps, the 
true nature of his own special gift? ‘‘ Economics,” he said in 
the passage quoted above, “is not a body of concrete truth, but 
an engine for the discovery of concrete truth.” This engine, as 


1 How Jevons hated Mill, just because he had been compelled to lecture on 
Mill’s Political Economy as a Gospel Text-book ! 
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we employ it to-day, is largely Marshall’s creation. He put it 
in the hands of his pupils long before he offered it to the world. 
The building of this engine was the essential achievement of 
Marshall’s peculiar genius. Yet he hankered greatly after the 
“concrete truth ” which he had disclaimed and for the discovery 
of which he was not specially qualified. I have very early 
memories, almost before I knew what Economics meant, of the 
sad complaints of my father, who had been able to observe as 
pupil and as colleague the progress of Marshall’s thought almost 
from the beginning, of Marshall’s obstinate refusal to understand 
where his special strength and weakness really lay, and of how 
his unrealisable ambitions stood in the way of his giving to the 
world the true treasures of his mind and genius. Economics all 
over the world might have progressed much faster and Marshall’s 
authority and influence would have been far greater, if his 
temperament had been a little different. 

Two other characteristics must be mentioned. First, Marshall 
was too much afraid of being wrong, too thin-skinned towards 
criticism, too easily upset by controversy even on matters of 
minor importance. An extreme sensitiveness deprived him of 
magnanimity towards the critic or the adversary. This fear 
of being open to correction by speaking too soon aggravated 
other tendencies. Yet after all there is no harm in being some- 
times wrong—especially if one is promptly found out. Never- 
theless this quality was but the defect of the high standard he 
never relaxed—which touched his pupils with awe—of scientific 
accuracy and truth. 

Second, Marshall was too anxious to do good. He had 
an inclination to undervalue those intellectual parts of the 
subject which were not directly connected with human well- 
being or the condition of the working classes or the like, 
although indirectly they might be of the utmost importance, 
and to feel that when he was pursuing them he was not occupying 
himself with the Highest. It came out of the conflict, already 
remarked, between an intellect, which was hard, dry, critical, 
as unsentimental as you could find, with emotions and, generally 
unspoken, aspirations of quite a different type. When his 
intellect chased diagrams and Foreign Trade and Money, there 
was an evangelical moraliser of an imp somewhere inside him, 
that was so ill-advised as to disapprove. Near the end of his 
life, when the intellect grew dimmer and the preaching imp 
could rise nearer to the surface to protest against its lifelong 


servitude, he once said: “If I had to live my life over again 
AA2 
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I should have devoted it to psychology. Economics has too 
little to do with ideals. If I said much about them I should not 
be read by business men.” But these notions had always been 
with him. He used to tell the following story of his early life : 
‘“‘ About the time that I first resolved to make as thorough a 
study as I could of Political Economy (the word Economics was 
not then invented) F saw in a shop-window a small oil painting 
[of a man’s face with a strikingly gaunt and wistful expression, 
as of one ‘ down and out ’] and bought it for a few shillings. I 
set it up above the chimney-piece in my room in college and 
thenceforward called it my patron saint, and devoted myself 
to trying how to fit men like that for heaven. Meanwhile I 
got a good deal interested in the semi-mathematical side of pure 
Economics, and was afraid of becoming a mere thinker. But a 
glance at my patron saint seemed to call me back to the right 
path. That was particularly useful after I had been diverted 
from the study of ultimate aims to the questions about Bimetal- 
lism, etc., which at one time were dominant. I despised them, 
but the ‘instinct of the chase’ tempted me towards them.” 
This was the defect of that other great quality of his, which 
always touched his pupils—his immense disinterestedness and 
public spirit. 


VI 


At any rate, in 1877 Marshall turned aside to help his wife 
with the Economics of Industry (published in 1879), designed as 
a manual for Cambridge University Extension lecturers, which, 
as it progressed, became more and more his work. In later years 
Marshall grew very unfriendly to the little book. After the 
publication of the Principles he suppressed it and replaced it in 
1892 with an almost wholly different book under the same title, 
which was mainly an abridgment of the Principles and “ an 
attempt to adapt it to the needs of junior students.” Marshall’s 
feelings were due, I think, to the fact that his theory of value, 
which was here first published to the world, was necessarily 
treated in a brief and imperfect manner, yet remained for eleven 
years all that the outside world had to judge from. His con- 
troversies in the Quarterly Journal of Economics in 1887 and 1888 * 
with American economists who had read the little book accentuated 
this feeling. He also revolted later on from the conception of 
Economics as a subject capable of being treated in a light and 
simple manner for elementary students by half-instructed 


1 See the Bibliographical Note. 
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Extension lecturers ! aided by half-serious books. ‘‘ This volume,” 
he wrote in 1910 to a Japanese translator of the 1879 book, ‘‘ was 
begun in the hope that it might be possible to combine simplicity 
with scientific accuracy. But though a simple book can be 
written on selected topics, the central doctrines of Economics are 
not simple and cannot be made so.” 

Yet these sentiments do a real injustice to the book. It 
won high praise from competent judges and was, during the 
whole of its life, much the best little text-book available.2 If we 
are to have an elementary text-book at all, this one was probably, 
in relation to its contemporaries and predecessors, the best 
thing of the kind ever done—much better than the primers of 
Mrs. Fawcett or Jevons or any of its many successors. Moreover, 
the latter part of Book III. on Trade Combinations, Trade Unions, 
Trade Disputes and Co-operation was the first satisfactory 
treatment on modern lines of these important topics. 

After this volume ° was out of the way, Marshall’s health was 
at its worst. When in 1881 he went abroad to recuperate, his 
mind did not return to Money or to Foreign Trade, but was 
concentrated on the central theories which eventually appeared 
in the Principles.4 Subject to the successive interruptions of 
his Oxford appointment, his removal to Cambridge, the prepara- 
tion of his lectures there, his incursion into the Bimetallic contro- 
versy and his Evidence before the Gold and Silver Commission, 
the next nine years were spent on the preparation of this 
book. 

Marshall intended at first to cover the whole field of Economics 
in a single volume. His theory of Distribution was taking shape 
in 1883 and 1884.5 In the summer of 1885 (in the Lakes), the 
first of his Cambridge Long Vacations, the volume began to 
assume its final form. ‘‘ The work done during this year,” he 


1 So far, however, from being out of sympathy with the ideals underlying 
the Extension Movement (or its modern variant the W.E.A.), Marshall had 
been connected with it from the beginning, and had himself given Extension 
Courses at Bristol for five years. 

2 So much did the public like it, that 15,000 copies had been sold before it 
was suppressed, 

3 Its preface mentioned a forthcoming companion volume on the ‘‘ Economics 
of Trade and Finance,” which was never written. 

4 Mrs. Marshall writes: ‘“ Book III. on Demand was largely thought out and 
written on the roof at Palermo, Nov. 1881—Feb. 1882.” 

5 It appears in outline in an article written in about two days in the summer 
of 1884, when he was staying at Rocquami Bay, Guernsey. This was published 
in the Co-operative Annual for 1885 under the title ‘‘ Theories and Facts about 
Wages,” and was reprinted in the same year as an appendix to his paper read 
before the Industrial Remuneration Conference. 
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wrote, “ was not very satisfactory, partly because I was gradually 
outgrowing the older and narrower conception of my book, in 
which the abstract reasoning which forms the backbone of the 
science was to be made prominent, and had not yet mustered 
courage to commit myself straight off to a two-volume book 
which should be the chief product (as gradually improved) of 
my life’s work.” ? In 1886, “ my chief work was recasting the 
plan of my book. This came to a head during my stay at 
Sheringham near Cromer in the summer. I then put the con- 
tents of my book into something like their final form, at least so 
far as the first volume is concerned. And thenceforward for the 
first time I began to try to put individual chapters into a form in 
which I expected them to be printed.”” In 1887 (at Guernsey), 
*“‘ T did a great deal of writing at my book; and having arranged 
with Macmillan for its publication, I began just at the end of this 
academic year to send proofs to the printers: all of it except 
about half of Book VI. being typewritten in a form not ready for 
publication, but ready to be put into a form for publication— 
I mean the matter was nearly all there and the arrangement 
practically settled.” In 1888, ‘‘ by the end of the Long Vacation 
I had got Book V. at the printer’s, Book IV. being almost out of 
my hands. Later on I decided to bring before the Book on 
Normal Value or Distribution and Exchange a new Book on Cost 
of Production further considered,? putting into it (somewhat 
amplified) discussions which I had intended to keep for the later 
part of the Book on Normal Value. That Book now became 
Book VII. This decision was slowly reached, and not much 
further progress was made during this Calendar year.” ‘‘ During 
the first four months of 1889 I worked at Book VI., finishing the 
first draft of the first four chapters of it, and working off Book V. 
Meanwhile I had paid a good deal of attention to the Mathe- 
matical Appendix and got a good part of that into print. The 
Long Vacation, of which eight weeks were spent at Bordeaux 
Harbour, was occupied chiefly with Book VI. chaps. v. and vi., 
and Book VII. chaps. i—v.”” The work was now pushed rapidly 
to a conclusion and was published in July 1890. 

By 1890 Marshall’s fame stood high,‘ and the Principles of 

1 The following extracts are from some notes he put together summarising 
his work from 1885 to 1889. 

2 Also, ‘‘ Work during the summer a good deal interrupted by making plans 
for my new house in Madingley Road.” 

3 After the first edition, this Book was incorporated in Book V. So that 
Value again became Book VI. 


4 ** Rarely in modern times,” said the Scotsman, “‘ has a man achieved such 
a high reputation as an authority on such a slender basis of published work.” 
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Economics,: Vol. I.,2 was delivered into an expectant world. Its 
success was immediate and complete. The book was the subject 
of leading articles and full-dress reviews throughout the Press. 
The journalists could not distinguish the precise contributions 
and innovations which it contributed to science; but they 
discerned with remarkable quickness that it ushered in a new age 
of economic thought. “It is a great thing,” said the Pall Mall 
Gazette, “‘ to have a Professor at one of our old Universities 
devoting the work of his life to recasting the science of Political 
Economy as the Science of Social Perfectibility.”” The New 
Political Economy had arrived, and the Old Political Economy, 
the dismal science, ‘“‘ which treated the individual man as a 
purely selfish and acquisitive animal, and the State as a mere 
conglomeration of such animals,” had passed away.’ “It will 
serve,” said the Daily Chronicle, “ to restore the shaken credit of 
political economy, and will probably become for the present 
generation what Mill’s Principles was for the last.” “It has 
made almost all other accounts of the science antiquated or 
obsolete,” said the Manchester Guardian. ‘It is not premature 
to predict that Professor Marshall’s treatise will form a land- 
mark in the development of political economy, and that its 
influence on the direction and temper of economic inquiries will 
be wholly good.” These are samples from a general chorus. 

It is difficult for those of us who have been brought up entirely 
under the influences of Marshall and his book to appreciate the 
position of the science in the long interregnum between Mill’s 
Principles of Political Economy and Marshall’s Principles of 
Economics, or to define just what difference was made by the 
publication of the latter. The following is an attempt, with 
help from notes supplied by Professor Edgeworth, to indicate 
some of its more striking contributions to knowledge.‘ 

(1) The unnecessary controversy, caused by the obscurity of 


1 This was the first book in England to be published at a net price, which 
gives it an important place in the history of the publishing trade. (See Sir 
F. Macmillan’s The Net Book Agreement, 1899, pp. 14-16.) The dates of the 
successive editions are given in the Bibliographical Note. 37,000 copies have 
been sold up to the present time. 

? The suffix Vol. I. was not dropped until the sixth edition in 1910. 

3 Not that Old P.E. was really thus, but this was the journalists’ way of 
expressing the effect which Marshall’s outlook made on them. 

4 Including hints and anticipations in earlier writings ; as Professor Edgeworth 
wrote, reviewing the first edition of the Principles (The Academy, Aug. 30, 1890) : 
“* Some of Professor Marshall’s leading ideas have been more or less fully expressed 
in his earlier book (the little Economics of Industry), and in certain papers which, 
though unpublished, have not been unknown. The light of dawn was diffused 
before the orb of day appeared above the horizon.” 
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Ricardo and the rebound of Jevons, about the respective parts 
played by Demand and by Cost of Production in the determina- 
tion of Value was finally cleared up. After Marshall’s analysis 
there was nothing more to be said. ‘‘ The new light thrown on 
Cost of Production,” Prof. Edgeworth writes, ‘‘ enabled one more 
clearly to discern the great part which it plays in the deter- 
mination of value; that the classical authors had been rightly 
guided by their intuitions, as Marshall has somewhere said, when 
they emphasised the forces of Supply above those of Demand. 
The rehabilitation of the older writers—much depreciated by 
Jevons, B6hm-Bawerk and others in the ’seventies and ’eighties 
of last century—produced on the reviewer of the first edition an 
impression which is thus expressed: ‘The mists of ephemeral 
criticism are dispelled. The eternal mountains reappear in their 
natural sublimity, contemplated from a kindred height.’ ”’ 

(2) The general idea, underlying the proposition that Value 
is determined at the equilibrium point of Demand and Supply, 
was extended so as to discover a whole Copernican system, by 
which all the elements of the economic universe are kept in their 
places by mutual counterpoise and interaction.1 The general 
theory of economic equilibrium was strengthened and made 
effective as an organon of thought by two powerful subsidiary 
conceptions—the Margin and Substitution. The notion of the 
Margin was extended beyond Utility to describe the equilibrium 
point in given conditions of any economic factor which can be 
regarded as capable of small variations about a given value, 
or in its functional relation to a given value. The notion of 
Substitution was introduced to describe the process by which 
Equilibrium is restored or brought about. In particular the 
idea of Substitution at the Margin, not only between alternative 
objects of consumption, but also between the factors of pro- 
duction, was extraordinarily fruitful in results. Further, there 
is “the double relation in which the various agents of pro- 
duction stand to one another. On the one hand they are often 
rivals for employment; any one that is more efficient than 
another in proportion to its cost tending to be substituted for it, 
and thus limiting the demand price for the other. And on the 
other hand, they all constitute the field of employment for each 
other; there is no field of employment for any one, except in so 

1 Already in 1872, in his review of Jevons, Marshall was in possession of 
the idea of the mutually dependent positions of the economic factors. ‘ Just as 
the motion of every body in the solar system,’’ he there wrote, “ affects and is 


affected by the motion of every other, so it is with the elements of the problem 
of political economy.” 
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far as it is provided by the others: the national dividend which 
is the joint product of all, and which increases with the supply of 
each of them, is also the sole source of demand for each of 
them.” 1 

This method allowed the subsumption of wages and profits 
under the general laws of value, supply and demand,—just as 
previously the theory of money had been so subsumed. At the 
same time the pecularities in the action of demand and supply 
which determine the wages of the labourer or the profits of the 
employer were fully analysed. 

(3) The explicit introduction of the element of Time as a 
factor in economic analysis is mainly due to Marshall. The 
conceptions of the “ long ”’ and “ short ”’ period are his, and one 
of his objects was to trace “ a continuous thread running through 
and connecting the applications of the general theory of equili- 
brium of demand and supply to different periods of time.” ? 
Connected with these there are further distinctions, which we now 
reckon essential to clear thinking, which are first explicit in 
Marshall—particularly those between “‘ external ”’ and “ internal ” 
economies ? and between ‘“‘ prime” and “ supplementary ” cost. 
Of these pairs the first was, I think, a complete novelty when 
the Principles appeared; the latter, however, already existed in 
the vocabulary of manufacture, if not in that of economic 
analysis. 

By means of the distinction between the long and the short 
period, the meaning of “ normal” value was made precise; and 
with the aid of two further characteristically Marshallian con- 
ceptions—Quasi-Rent and the Representative Firm—the doctrine 
of Normal Profit was evolved. 

All these are path-breaking ideas which no one who wants to 
think clearly can do without. Nevertheless this is the quarter 
in which, in my opinion, the Marshall analysis is least complete 
and satisfactory, and where there remains most to do. As he 
says himself in the Preface to the first edition of the Principles, 
the element of time “ is the centre of the chief difficulty of almost 
every economic problem.” 

(4) The special conception of Consumers’ Rent or Surplus, 
which was a natural development of Jevonian ideas, has perhaps 
proved less fruitful of practical results than seemed likely at 


eé 


1 Principles, Book VI. chap. xi. § 5. 2 Ibid., Book VI. chap. xi. § 1. 

3 The vital importance of this distinction to a correct theory of Equilibrium 
under conditions of increasing return is, of course, now obvious, But it was not 
so before the Principles. 
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first.1_ But one could not do without it as part of the apparatus of 
thought, and it is particularly important in the Principles because 
of the use of it (in Prof. Edgeworth’s words) “ to show that 
laissez-faire, the maximum of advantage attained by unrestricted 
competition, is not necessarily the greatest possible advantage 
attainable.” Marshall’s proof that laissez-faire breaks down in 
certain conditions theoretically, and not merely practically, re- 
garded as a principle of maximum social advantage, was of 
great philosophical importance. But Marshall does not carry 
this particular argument very far,? and the further exploration 
of that field has been left to Marshall’s favourite pupil and 
successor, Professor Pigou, who has shown in it what a powerful 
engine for cutting a way in tangled and difficult country the 
Marshall analysis affords in the hands of one who has been 
brought up to understand it well. 

(5) Marshall’s analysis of Monopoly should also be mentioned in 
this place; and perhaps his analysis of increasing return, especially 
where external economies exist, belongs better here than where 
I have mentioned it above. 

Marshall’s theoretical conclusions in this field and his strong 
sympathy with socialistic ideas were compatible, however, with 
an old-fashioned belief in the strength of the forces of competition. 
Professor Edgeworth writes: ‘‘ I may record the strong impres- 
sion produced on me the first time I met Marshall—far back in 
the ’eighties, I think—by his strong expression of the conviction 
that Competition would for many a long day rule the roast as a 
main determinant of value. Those were not his words, but they 
were of a piece with the dictum in his article on The Old 
Generation of Economists and the New:* ‘ When one person is 
willing to sell a thing at a price which another is willing to pay 
for it, the two manage to come together in spite of prohibitions of 


1 Nevertheless, Professor Edgeworth points out, even ‘‘ before the publication 
of the Principles Marshall quite understood—what the critics of the doctrine in 
question have not generally understood, and even some of the defenders have 
not adequately emphasised—that the said measurement applies accurately only to 
transactions which are on such a scale as not to disturb the marginal value of 
money.” 

2 Industry and Trade, however, is partly devoted to illustrating it. ‘The 
present volume,”’ he says in the Preface to that book, “is in the main occupied 
with the influences which still make for sectional and class selfishness: with the 
limited tendencies of self-interest to direct each individual’s action on those lines, 
in which it will be most beneficial to others; and with the still surviving 
tendencies of associated action by capitalists and other business men, as well as by 
employees, to regulate output, and action generally, by a desire for sectional 
rather than national advantage.” 

3 Quarterly Journal of Economics, 1896, Vol. XI., p. 129. 
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King or Parliament or of the officials of a Trust or Trade- 
Union.’ ” 

(6) In the provision of terminology and apparatus to aid 
thought I do not think that Marshall did economists any greater 
service than by the explicit introduction of the idea of “ elasticity.” 
Book III. chap. iii. of the first edition of the Principles, which 
introduces the definition of “ Elasticity of Demand,” ! is virtually 
the earliest treatment ? of a conception without the aid of which 
the advanced theory of Value and Distribution can scarcely 
make progress. The notion that demand may respond to a 
change o‘ price to an extent that may be either more or less 
than in proportion had been, of course, familiar since the dis- 
cussions at the beginning of the nineteenth century about the 
relation between the supply and the price of wheat. Indeed it 
is rather remarkable that the notion was not more clearly dis- 
entangled either by Mill or by Jevons.4 But it was so. And the 


concept e = = ales dy is wholly Marshall’s. 


¥ 

The way in which Marshall introduces Elasticity, without 
any suggestion that the idea is novel, is remarkable and charac- 
teristic. The field of investigation opened up by this instrument 
of thought is again one where the full fruits have been reaped by 
Professor Pigou rather than by Marshall himself. 

(7) The historical introduction to the Princ ‘ples deserves some 
comment. In the first edition Book I. inciudes two chapters 
entitled “‘ The Growth of Free Industry and Enterprise.’”’ In the 


latest editions most of what has been retained out of these chapters 


1 Supplemented by the mathematical note in the Appendix. 

2 Strictly, the earliest reference to ‘‘ elasticity ” is to be found in Marshall’s 
contribution “‘ On the Graphic Method of Statistics ”’ to the Jubilee Volume of the 

toyal Statistical Society (1885), p. 260. But it is introduced there only in a brief 

concluding note, and mainly with the object of showing that a simple diagram- 
matic measure of elasticity is furnished by the ratio between the two sections into 
which that part of the tangent to the demand curve which lies between the axes 
is divided by the point of contact. Mrs. Marshall tells me that he hit on the 
notion of elasticity, as he sat on the roof at Palermo shaded by the bath-cover in 
1881, and was highly delighted with it. 

3 Mill quotes Tooke’s History of Prices in this connection. 

4 Professor Edgeworth in his article on “‘ Elasticity ” in Palgrave’s Dictionary 
refers particularly to Mill’s Political Economy, Book III. chap. ii. § 4, and chap. 
viii. § 2, as representative of the pre-Marshall treatment of the matter. The 
first of these passages points out the varying proportions in which demand may 
respond to variations of price; the second treats (in effect) of the unitary elasticity 
of the demand for money. Professor Edgeworth now adds a reference to Book 
III. chap. xviii. § 5, where Mill deals in substance with the effect of elasticity on 
the Equation of International Demand. Elsewhere in this chapter Mill speaks of 
a demand being “‘ more extensible by cheapness ”’ (§ 4) and of the “‘ extensibility of 
their [foreign countries’] demand for its [the home country’s] commodities”’ (§ 8). 
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has been relegated to an Appendix. Marshall was always in two 
minds about this. On the one hand his views as to the perpetually 
changing character of the subject-matter of Economics led him 
to attach great importance to the historical background as a 
corrective to the idea that the axioms of to-day are permanent, 
He was also dissatisfied with the learned but half-muddled work 
of the German historical school. On the other hand he was 
afraid of spending too much time on these matters (at one period 
he had embarked on historical inquiries on a scale which, he said, 
would have occupied six volumes), and of overloading with them 
the essential matter of his book. At the time when he was 
occupied with economic history, there was very little ready-made 
material to go upon, and he probably wasted much strength 
straying unnecessarily along historical by-ways and vacillating 
as to the importance to be given in his own book to the historical 
background. The resulting compromise, as realised in the 
Principles, was not very satisfactory. Everything is boiled down 
into wide generalisations, the evidence for which he has not 
space to display. Marshall’s best historical work is to be found, 
perhaps, in Industry and Trade, published in 1919, many years 
after most of the work had been done. The historical passages 
of the Principles were brusquely assailed by Dr. William Cunning- 
ham in an address before the Royal Historical Society, printed in 
the Economic Journal, Vol. IT. (1892); and Marshall, breaking 
his general rule of not replying to criticism, came successfully out 
of the controversy in a reply printed in the same issue of the 


JOURNAL.? 


The way in which Marshall’s Principles of Economics is written, 
is more unusual than the casual reader will notice. It is elaborately 
unsensational and under-emphatic. Its rhetoric is of the simplest, 
most unadorned order. It flows in a steady, lucid stream, with 


1 Marshall himself wrote (in his reply to Dr. Cunningham, Economic 
JOURNAL, Vol. II. p. 507): ‘I once proposed to write a treatise on economic 
history, and for many years I collected materials for it. Afterwards I selected 
such part of these as helped to explain why many of the present conditions and 
problems of industry are only of recent date, and worked it into the chapters in 
question. But they took up much more space than could be spared for them. 
So I recast and compressed them; and in the process they lost, no doubt, some 
sharpness of outline and particularity of statement.” 

2 Dr. Clapham writes: ‘‘ In reading the Appendices to Industry and Trade 
I was very much impressed with Marshall’s knowledge of economic history since 
the seventeenth century, as it was known thirty years ago, 7.e. at the time of the 
controversy. I feel sure that at that time he understood the seventeenth to 
nineteenth centuries better than Cunningham, and he had—naturally—a feeling 
for their quantitative treatment to which Cunningham never attained.” 
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few passages which stop or perplex the intelligent reader, even 
though he know but little economics. Claims to novelty or to 
originality on the part of the author himself are altogether 
absent.1 Passages imputing error to others are rare; and it is 
explained that earlier writers of repute must be held to have 
meant what is right and reasonable, whatever they may have 
said.2. The connexity and continuity of the economic elements, 
as signified in Marshall’s two mottoes, ‘“‘ Natura non facit saltum ” 
and “‘ The many in the one, the one in the many,” are the chief 
grounds of difficulty. But, subject to this, the chief impression 
which the book makes on the minds of uninitiated readers— 
particularly on those who do not get beyond Book IV.—is apt to 
be, that they are perusing a clear, apt and humane exposition of 
fairly obvious matters. 

By this stylistic achievement Marshall attained some of his 
objects. The book reached the general public. It increased the 
public esteem of Economics. The minimum of controversy was 
provoked. The average reviewer liked the author’s attitude to 
his subject-matter, to his predecessors, and to his readers, and 
delighted Marshall by calling attention to the proper stress laid 
by him on the ethical element and to the much required 
humanising which the dismal science received at his hands; * 
and, at the same time, could remain happily insensible to the book’s 
intellectual stature. As time has gone on, moreover, the in- 





1 As one intelligent reviewer remarked (The Guardian, Oct. 15, 1890): ‘‘ This 
book has two aspects. On the one hand, it is an honest and obstinate endeavour 
to find out the truth; on the other hand, it is an ingenious attempt to disclaim 
any credit for discovering it, on the ground that it was all implicitly contained 
in the works of earlier writers, especially Ricardo.” But most of them were 
taken in. The following is typical (Daily Chronicle, July 24, 1890): ‘ Mr. 
Marshall makes no affectation of new discoveries or new departures; he professes 
merely to give a modern version of the old doctrines adjusted to the results of 
more recent investigation.” 

2 Marshall carried this rather too far. But it was an essential truth to which 
he held firmly, that those individuals who are endowed with a special genius for 
the subject and have a powerful economic intuition will often be more right in 
their conclusions and implicit presumptions than in their explanations and explicit 
statements. That is to say, their intuitions will be in advance of their 
analysis and their terminology. Great respect, therefore, is due to their general 
scheme of thought, and it is a poor thing to pester their memories with criticism 
which is really verbal. Marshall’s own economic intuition was extraordinary, 
and lenience towards the apparent errors of great predecessors is treatment 
to which in future times he will himself have an exceptional claim. 

3 Fashions change! When, nearly thirty years later, Industry and Trade 
appeared, one reviewer wrote (Atheneum, Oct. 31, 1919): ‘“‘ Perhaps its least 
satisfactory feature is its moral tone. Not because that tone is low—quite the 
contrary; but because, in a scientific treatise, a moral tone, however elevated, 
seems altogether out of place.” 
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tellectual qualities of the book have permeated English economic 
thought, without noise or disturbance, in a degree which can 
easily be overlooked. 

The method has, on the other hand, serious disadvantages. 
The lack of emphasis and of strong light and shade, the sedulous 
rubbing away of rough edges and salients and projections, until 
what is most novel can appear as trite, allows the reader to pass 
too easily through. Like a duck leaving water, he can escape 
from this douche of ideas with scarce a wetting. The difficulties 
are concealed; the most ticklish problems are solved in foot- 
notes; a pregnant and original judgment is dressed up as a 
platitude. The author furnishes his ideas with no labels of 
salesmanship and few hooks for them to hang by in the ward- 
robe of the mind. A student can read the Principles, be fascinated 
by its pervading charm, think that he comprehends it, and, 
yet, a week later, know but little about it. How often has 
it not happened even to those who have been brought up on the 
Principles, lighting upon what seems a new problem or a new 
solution, to go back to it and to find, after all, that the problem 
and a better solution have been always there, yet quite escaping 
notice! It needs much study and independent thought on 
the reader’s own part, before he can know the half of what is 
contained in the concealed crevices of that rounded globe of 
knowledge, which is Marshall’s Principles of Economics. 


VII 


The Marshalls returned in 1885 to the Cambridge of the 
early years after the reforms, which finally removed restrictions 
upon the marriage of Fellows. They built for themselves 
a small house, called Balliol Croft, on St. John’s College land in 
the Madingley Road, close to the Backs, yet just on the out- 
skirts of the town, so that on one side open country stretched 
towards Madingley Hill. Here Alfred Marshall lived for nearly 
forty years. The house, built in a sufficient garden, on an uncon- 
ventional plan so as to get as much light as possible, just 
accommodated the two of them and a faithful maid. His study, 
lined with books, and filled transversally with shelves, had space 
by the fire for two chairs. Here were held his innumerable 
téte-d-tétes with pupils, who would be furnished as the afternoon 
wore on with a cup of tea and a slice of cake on an adjacent 
stool or shelf. Larger gatherings took place downstairs, where 
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the dining-room and Mrs. Marshall’s sitting-room could be thrown 
into one on the occasion of entertainments. The unvarying 
character of the surroundings—upstairs the books and nests of 
drawers containing manuscript, downstairs the Michaelangelo 
figures from the Sistine Chapel let into the furniture, and at 
the door the face of Sarah the maid, had a charm and 
fascination for those who paid visits to their Master year after 
year, like the Cell or Oratory of a Sage. 

In that first age of married society in Cambridge, when the 
narrow circle of the spouses-regnant of the Heads of Colleges 
and of a few wives of Professors was first extended, several of the 
most notable Dons, particularly in the School of Moral Science, 
married students of Newnham. The double link between husbands 
and between wives bound together a small cultured society of great 
simplicity and distinction. This circle was at its full strength 
in my boyhood, and, when I was first old enough to be asked 
out to luncheon or to dinner, it was to these houses that I went. 
I remember a homely, intellectual atmosphere which it is harder 
to find in the swollen, heterogeneous Cambridge of to-day. The 
entertainments at the Marshalls’ were generally occasioned, in 
later days, by the visit of some fellow-economist, often an 
eminent foreigner, and the small luncheon party would usually 
include a couple of undergraduates and a student or young 
lecturer from Newnham. I particularly remember meeting in 
this way Adolf Wagner and N. G. Pierson, representatives of a 
generation of economists which is now almost passed. Marshall 
did not much care about going to other people’s houses, and 
was at his best fitting his guests comfortably into a narrow 
space, calling out staff directions to his wife, in unembarrassed, 
half-embarrassed mood, with laughing, high-pitched voice and 
habitual jokes and phrases. He had great conversational powers 
on all manner of matters; his cheerfulness and gaiety were 
unbroken; and, in the presence of his bright eyes and smiling 
talk and unaffected absurdity, no one could feel dull. 

In earlier days, particularly between 1885 and 1900, he 
was fond of asking working-men leaders to spend a week-end 
with him,—for example, Thomas Burt, Ben Tillett, Tom Mann 
and many others. Sometimes these visits would be fitted in 


1 She lived with them for more than forty years on terms almost of intimacy. 
Marshall would often extol her judgment and wisdom. He himself designed the 
small kitchen, like a ship’s cabin, in which she dwelt at Balliol Croft. Marshall 
was always much loved by his servants and College gyps. He treated them like 
human beings and talked to them about the things which he was interested in 
himself, 
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with meetings of the Social Discussion Society, which the visitor 
would address. In this way he came to know most of the 
leading co-operators and Trade Unionists of the past generation, 
In truth he sympathised with the Labour Movement and with 
Socialism (just as J. §S. Mill had) in every way, except 
intellectually.* 

Marshall was now settled in an environment and in habits 
which were not to be changed, and we must record in rapid survey 
the outward events of his life from 1885 to the resignation of his 
professorship in 1908. 

From 1885 to 1890 he was mainly occupied, as we have seen, 
with the Principles. But the bibliographical note, below, records 
other activities, particularly his paper before the Industrial 
Remuneration Conference in 1885, his evidence before the Gold 
and Silver Commission in 1887-8, and his Presidential Address 
before the Co-operative Congress in 1889. In the summer of 1890 
he delivered his interesting Presidential Address on “ Some 
Aspects of Competition ” to the Economic Section of the British 
Association at Leeds. He was also much occupied with his 
lectures, and these five years were the most active and productive 
of his life. 

He gave two lectures a week in a general course, and one 
lecture a week on special theoretical difficulties; but he 
lectured, as a rule, in only two terms out of three, making 
about forty-five lectures in the year. Two afternoons a week, 
from four to seven, Professor Marshall, it was announced, 
“will be at home to give advice and assistance to any 
members of the University who may call on him, whether they 
are attending his lectures or not.’’ In the late ’eighties the 
attendance at his general courses would vary between forty 

1 In the Preface to Industry and Trade he wrote :—‘ For more than a decade, 
I remained under the conviction that the suggestions, which are associated with 
the word ‘ socialism,’ were the most important subject of study, if not in the world, 
yet at all events for me. But the writings of socialists generally repelled me, 
almost as much as they attracted me; because they seemed far out of touch with 
realities : and, partly for that reason, I decided to say little on the matter, till I 
had thought much longer. Now, when old age indicates that my time for thought 
and speech is nearly ended, I see on all sides marvellous developments of working- 
class faculty : and, partly in consequence, a broader and firmer foundation for 
socialistic schemes than when Mill wrote. But no socialistic scheme, yet 
advanced, seems to make adequate provision for the maintenance of high 
enterprise and individual strength of character; nor to promise a sufficiently 
rapid increase in the business plant and other material implements of production. 
. . . It has seemed to me that those have made most real progress towards 
the distant goal of ideally perfect social organisation, who have concentrated 
their energies on some particular difficulties in the way, and not spent strength 
on endeavouring to rush past them.” 
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and seventy, and at his special courses half that number. But 
his methods choked off—more or less deliberately—the less serious 
students, and as the academic year progressed the attendance 
would fall to the lower figure. 

It was not Marshall’s practice to write out his lectures. ‘‘ He 
rarely used notes,” Mrs. Marshall writes, “‘ except for lectures 
on Economic History. He sometimes made a few notes before 
he went to lecture, and thought over them on his way to the class. 
He said that the reason why he had so many pupils who thought 
for themselves was that he never cared to present the subject 
in an orderly and systematic form or to give information. What 
he cared to do in lectures was to make the students think with him. 
He gave questions once a week on a part of the subject which 
he had not lectured over, and then answered the questions in 
class. He took immense pains in looking over the answers, and 
used red ink on them freely.” + I think that the informality of 
his lectures may have increased as time went on. Certainly 
in 1906, when I attended them, it was impossible to bring away 
coherent notes. But the above was always his general method. 
His lectures were not, like Sidgwick’s, books in the making. This 
practice may have contributed, incidentally, to the retardation 
of his published work. But the sharp distinction which he 
favoured between instruction by book and oral instruction by 
lecture was, as he developed it, extraordinarily stimulating for the 
better men and where the class was not too large. It is a diffi- 
cult method to employ where the class exceeds forty at the most 
(my memory of the size of his class when I attended it is of nearer 
twenty than forty), and it is not suited to students who have 
no real aptitude or inclination for economics (in whose interest 
the curricula of the vast Economic Schools of to-day are mainly 
designed). The following titles of successive courses, soon after 
he arrived in Cambridge, indicate the ground which he purported 
to cover : 

1885-6. October Term: Foreign Trade and Money. 


Easter », : Speculation, Taxation, etc. (Mill, 
IV and V). 
1886-7. October ,, : Production and Value. 
Lent » : Distribution. 


After the publication of the Principles in 1890, his first task 
was to prepare the abridgment, entitled Economics of Industry,” 


1 T have papers which I wrote for him on which his red-ink comments and 
criticisms occupy almost as much space as my answers. 
? This book was frequently reprinted, and revised editions were prepared in 
1896 and 1899; 81,000 copies of it have been soid up to date. 
No. 135.—vou. XxxIv. BB 
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which appeared early in 1892.1 He also spent much time on the 
successive revisions of the Principles, the most important changes 
being introduced in the third edition, published in 1895, and the 
fifth edition in 1907. It is doubtful whether the degree of 
improvement effected corresponded to the labour involved. 
These revisions were a great obstacle to his getting on with what 
was originally intended to be Volume II. of the Principles. 

The main interruption, however, came from his membership 
of the Royal Commission on Labour, 1891-1894. He welcomed 
greatly this opportunity of getting into close touch with the 
raw material of his subject, and he played a big part in the 
drafting of the Final Report. The parts dealing with Trade 
Unions, Minimum Wage, and Irregularity of Employment were 
especially his work. 

Meanwhile he was at work on the continuation of the Principles. 
“But he wasted a great deal of time,” Mrs. Marshall writes, 
“because he changed his method of treatment so often. In 
1894 he began a historical treatment, which he called later on 
a White Elephant, because it was on such a large scale that it 
would have taken many volumes to complete. Later on he 
used fragments of the White Elephant in the descriptive parts 
of Industry and Trade.” 

Marshall’s work on the Labour Commission was only one 
of a series of services to Governmental inquiries. In 1893 
he gave evidence before the Royal Commission on the Aged 
Poor, in which he proposed to associate Charity Organisation 
Committees with the administration of the Poor Law. Early in 
1899 he gave carefully prepared evidence before the Indian 
Currency Committee. His evidence on monetary theory was 
in part a repetition of what he had said to the Gold and Silver 
Commission eleven years earlier, but he himself considered that 
the new version was an improvement and constituted his best 
account of the theory of money. The parts dealing with speci- 
fically Indian problems were supported by many statistical 
diagrams. His interest in the economic and currency problems 
of India had been first aroused during the time at Oxford 
when it was his duty to lecture to Indian Civil Service Proba- 
tioners. He was pleased with his detailed realistic inquiries 
into Indian problems,” and the great rolls of Indian charts, not 
all of which were published, were always at hand as part of 
the furniture of his study. 


1 The concluding chapter on ‘‘ Trade Unions” goes outside the field of the 
Principles and incorporates some material from the earlier Economics of Industry. 
2 He had many devoted Indian (and also Japanese) pupils. 
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Later in the same year, 1899, he prepared Memoranda on the 
Classification and Incidence of Imperial and Local Taxes for the 
Royal Commission on Local Taxation. In 1903, at the height 
of the Tariff Reform controversy, he wrote, at the request of 
the Treasury, his admirable Memorandum on “ The Fiscal Policy 
of International Trade.” This was printed in 1908 as a Parlia- 
mentary paper, at the instance of Mr. Lloyd George, then Chan- 
cellor of the Exchequer, “substantially as it was written 
originally.”” The delay of a critical five years in the date of 
publication was characteristically explained by Marshall as 
follows: ‘‘Some large corrections of, and additions to, this 
Memorandum were lost in the post abroad! in August 1903; 
and when I re-read the uncorrected proofs of it in the autumn, 
I was so dissatisfied with it that I did not avail myself of the 
permission kindly given to me to publish it independently. The 
haste with which it was written and its brevity are partly responsi- 
ble for its lack of arrangement, and for its frequent expression 
almost dogmatically of private opinion, where careful argument 
would be more in place. It offends against my rule to avoid 
controversial matters; and, instead of endeavouring to probe 
to the causes of causes, as a student’s work should, it is concerned 
mainly with proximate causes and their effects. I elected, there- 
fore, to remain silent on the fiscal issue until I could incorporate 
what I had to say about it in a more careful and fuller discussion ; 
and I am now engaged on that task. But it proceeds slowly; 
and time flies.” 

Marshall’s growing inhibitions are exposed in these sentences. 
The difficulties of bringing him to the point of delivering up his 
mind’s possessions were getting almost insuperable. In 1908 
he resigned his Professorship, in the hope that release from the 
heavy duties of lecturing and teaching might expedite matters. 


Vill 


During his twenty-three years as Professor, he took part in 
three important movements, which deserve separate mention— 
the foundation of the British Economic Association (now the 
Royal Economic Society), the Women’s Degrees Controversy at 
Cambridge, and the establishment of the Cambridge Economics 
Tripos. 

1. The circular entitled ‘“ Proposal to Form an English 

1 They were stolen by a local post-mistress in the Tyrol for the sake of the 


stamps on the envelope. 
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Economic Association,” which was the first public step towards 
the establishment of our own body, was issued on Oct. 24, 1890, 
over the sole signature of Alfred Marshall, though, of course, with 
the co-operation of others. It invited all lecturers on Econo- 
mics in any University or public College in the United Kingdom, 
the members of the Councils of the London, Dublin and Manchester 
Statistical Societies, and the members of the London Political 
Keonomy Club, together with a few other persons, including 
members of the Committee of Section F of the British Association, 
to attend a private meeting at University College, London, on 
Nov. 20, 1890, under the Chairmanship of Lord Goschen, the 
Chancellor of the Exchequer, “ to discuss proposals for the founda- 
tion of an Economic Society or Association, and, in conjunction 
therewith, of an Economic journal.” This initial circular letter 
lays down the general lines which we have actually pursued 
during the thirty-four years of our existence. The only vocal 
dissentient to the proceedings was Mr. G. Bernard Shaw,? who, 
whilst approving everything else, suggested, “‘ with all respect to 
Mr. Goschen, that the head of the Association should not be a 
gentleman who was identified with any political party in the 
State.” It is interesting to record that of the original members 
of our Council, elected thirty-four years ago, the following still 


1 Marshall signed, I think, primarily in his capacity as President of the 
Economics Section of the British Association for 1890, at that year’s meeting of 
which the need for the establishment of an Economic journal had been strongly 


urged, 
2 The chief difference of opinion, discovered at the outset, regarding the 
Society’s scope, was indicated as follows: ‘‘ Almost the only question on which 


a difference of opinion has so far shown itself is whether or not the Association 
should be open to all those who are sufficiently interested in Economics to be 
willing to subscribe to its funds. . . . There are some who think that the general 
lines to be followed should be those of an English ‘ learned Society,’ while others 
would prefer those of the American Economic Association, which holds meetings 
only at rare intervals, and the membership of which does not profess to confer 
any sort of diploma.” At the meeting a resolution was carried unanimously, 
proposed by Mr. Courtney and supported by Professor Sidgwick and Professor 
Edgeworth, ‘“‘ that any person who desires to further the aims of the Association, 
and is approved by the Council, be admitted to membership.” The wording of 
our constitution shows some traces of compromise between the two ideas, but in 
practice the precedent of the American Economic Association has always been 
followed. 

3 Mr. Bernard Shaw was active in the economic world in those days. In 1888 
Sidgwick, who was President of the Economics Section of the British Association 
in that year, wrote: ‘“‘The Committee had invited a live Socialist, red-hot ‘from 
the streets,’ as he told us, who sketched in a really brilliant address the rapid series 
of steps by which modern society is to pass peacefully into social democracy. . . . 
There was a peroration rhetorically effective as well as daring. . . . Altogether 
a noteworthy performance—the man’s name is Bernard Shaw. Myers says he 
has written books worth reading.”” (Henry Sidgwick : a Memoir, p. 497.) 
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hold office: Professor Bastable, Dr. Bonar, Professor Edgeworth, 
Professor Foxwell, Professor Nicholson, Mr. Price, and Sir H. 
Llewelyn Smith. 

2. The controversy about admitting women to degrees, which 
tore Cambridge in two in 1896, found Marshall in the camp which 
was opposed to the women’s claims. He had been in closest 
touch with Newnham since its foundation, through his wife and 
through the Sidgwicks. When he went to Bristol, he had been, 
in his own words, “ attracted thither chiefly by the fact that it 
was the first College in England to open its doors freely to women.” 
A considerable proportion of his pupils had been women. In 
his first printed essay (on ‘‘ The Future of the Working Classes,” 
in 1873), the opening passage is an eloquent claim, in sympathy 
with Mill, for the emancipation of women. All Mill’s instances 
“tend to show,” he says in that paper, “ how our progress could 
be accelerated if we would unwrap the swaddling-clothes in which 
artificial customs have enfolded woman’s mind and would give 
her free scope womanfully to discharge her duties to the world.” 
Marshall’s attitude, therefore, was a sad blow to his own little 
circle, and, being exploited by the other side, it played some part 
in the overwhelming defeat which the reformers eventually 
suffered. In his taking this course Marshall’s intellect could 
find excellent reasons. Indeed the lengthy fly-sheet, which he 
circulated to members of the Senate, presents, in temperate and 
courteous terms, a brilliant and perhaps convincing case against 
the complete assimilation of women’s education to that of men. 
Nevertheless, a congenital bias, which by a man’s fifty-fourth 
year of life has gathered secret strength, may have played a 
bigger part in the conclusion than the obedient intellect. 

3. Lastly there are Marshall’s services in the foundation of 
the Cambridge School of Economics. 

When Marshall came back to Cambridge in 1885, papers on 
Political Economy were included both in the Moral Sciences Tripos 
and in the History Tripos.1 The separate foundation of these 
two schools some twenty years earlier had worked a great revolu- 
tion in liberalising the studies of the University.2 But, almost 

1 At Marshall’s lectures in the later ‘eighties, apart from students from other 
departments and B. A.’s who might be attracted out of curiosity about the subject, 


there would be a dozen or less Moral Science students and two dozen or less 


History students. 

2 Marshall summarised the history of the matter as follows in his Plea for the 
Creation of a Curriculum in Economics (1902) :—‘‘ In foreign countries economics 
has always been closely associated with history or law, or political science, or 
some combination of these studies. The first (Cambridge) Moral Sciences 
Examination (1851-1860) included ethics, law, history, and economics; but not 
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as soon as he was Professor, Marshall felt strongly that the time 
had come for a further step forward; and he particularly disliked 
the implication of the existing curriculum, that Economics was 
the sort of subject which could be satisfactorily undertaken as a 
subsidiary study. Immediately that he was back in Cambridge in 
1885 he was in rebellion against the idea that his lectures must be 
adapted to the requirements of an examination of which Economics 
formed but a part.1_ His Inaugural lecture constituted, in effect, 
a demand that Economics should have a new status; and it was 
so interpreted by Sidgwick. The following declaration from 
that lecture is of some historical importance as almost the first 
blow in the struggle for the independent status which Economics 
has now won almost everywhere : 

“There is wanted wider and more scientific knowledge of 
facts: an organon stronger and more complete, more able to 
analyse and help in the solution of the economic problems of the 
age. To develop and apply the organon rightly is our most 
urgent need; and this requires all the faculties of a trained 
scientific mind. Eloquence and erudition have been lavishly 
spent in the service of Economics. They are good in their way; 
but what is most wanted now is the power of keeping the head 
cool and clear in tracing and analysing the combined action of 
many combined causes. Exceptional genius being left out of 
account, this power is rarely found save amongst those who have 
gone through a severe course of work in the more advanced 
sciences. Cambridge has more such men than any other 
University in the world. But, alas! few of them turn to the 
task. Partly this is because the only curriculum in which 
Economies has a very important part to play is that of the Moral 
Sciences Tripos. And many of those who are fitted for the 
highest and hardest economic work are not attracted by the 
metaphysical studies that lie at the threshold of that Tripos.” 

This claim of Marshall’s corresponded to the conception of the 
subject which dominated his own work. Marshall was the first 
great economist pur sang that there ever was; the first who de- 
voted his life to building up the subject as a separate science, 





mental science or logic. In 1860, however, philosophy and logic were introduced 
and associated with ethics; while history and political philosophy, jurisprudence 
and political economy formed an alternative group. In 1867 provision was made 
elsewhere for law and history; and mental science and logic have since then 
struck the keynote of the Moral Sciences Tripos.” 

1 For his contentions with Sidgwick about this (and for a characteristic 
specimen of Sidgwick’s delightful and half-humorous reaction to criticism) see 
Henry Sidqwick : a Memoir, p. 394. 
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standing on its own foundations, with as high standards of 
scientific accuracy as the physical or the biological sciences. It 
was Marshall who finally saw to it that “never again will a 
Mrs. Trimmer, a Mrs. Marcet, or a Miss Martineau earn a goodly 
reputation by throwing economic principles into the form of a 
catechism or of simple tales, by aid of which any intelligent 
governess might make clear to the children nestling around her 
where lies economic truth.””1_ But—much more than this—after 
his time Economics could never be again one of a number of 
subjects which a Moral Philosopher would take in his stride, one 
Moral Science out of several, as Mill, Jevons, and Sidgwick took 
it. He was the first to take up this professional, scientific 
attitude to the subject, as something above and outside current 
controversy, as far from politics as physiology from the general 
practitioner. 

As time went on, Political Economy came to occupy, in Part 
II of the Moral Sciences Tripos, a position nearer to Marshall’s 
ideal. But he was not satisfied until, in 1903, his victory was 
complete by the establishment of a separate School and Tripos 
in Economics and associated branches of Political Science.” 

Thus in a formal sense Marshall was Founder of the Cambridge 
School of Economics. Far more so was he its Founder in those 
informal relations with many generations of pupils, which played 
so great a part in his life’s work and in determining the course 
of their lives’ work. 

To his colleagues Marshall might sometimes seem tiresome 
and obstinate; to the outside world he might appear pontifical 
or unpractical; but to his pupils he was, and remained, a true 
sage and master, outside criticism, one who was their father in 
the spirit and who gave them such inspiration and comfort as 
they drew from no other source. Those eccentricities and 
individual ways, which might stand between him and the world, 
became, for them, part of what they loved. They built up sagas 
round him (of which Professor Fay is, perhaps, the chief reposi- 
tory), and were not content unless he were, without concession, 
his own unique self. The youth are not satisfied, unless their 
Socrates is a little odd. 

It is difficult to describe on paper the effect he produced or 


1 From his article ‘‘ The Old Generation of Economists and the New,” Quarterly 
Journal of Economics, Jan. 1897. 

2 Sidgwick had been finally converted to the idea in 1900, shortly before his 
death. Marshall’s ideals of economic education are set forth in his ‘‘ Plea for 
the Creation of a Curriculum in Economics” and his ‘‘ Introduction to the 
Tripos in Economics. . . .” 
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his way of doing it. The pupil would come away with an extra- 
ordinary feeling that he was embarked on the most interesting and 
important voyage in the world. He would walk back along the 
Madingley Road, labouring under more books, which had been 
taken from the shelves for him as the interview went on, than he 
could well carry, convinced that here was a subject worthy of his 
life’s study. Marshall’s double nature, coming out informally and 
spontaneously, filled the pupil seated by him with a double illu- 
mination. The young man was presented with a standard of 
intellectual integrity, and with it a disinterestedness of purpose, 
which satisfied him intellectually and morally at the same time. 
The subject itself had seemed to grow under the hands of master 
and pupil, as they had talked. There were endless possibilities, 
not out of reach. ‘“‘ Everything was friendly and informal,” Mr. 
Sanger has written of these occasions (Nation, July 19, 1924), 
“there was no pretence that economic science was a settled 
affair—like grammar or algebra—which had to be learnt, not 
criticised; it was treated as a subject in the course of develop- 
ment. When once Alfred Marshall gave a copy of his famous 
book to a pupil, inscribed ‘To , in the hope that in due 
course he will render this treatise obsolete,’ this was not a piece 
of mock modesty, but an insistence on his belief that economics 
was a growing science, that as yet nothing was to be considered 
as final.” 

It must not be supposed that Marshall was undiscriminating 
towards his pupils. He was highly critical and even sharp- 
tongued. He managed to be encouraging, whilst at the same 
time very much the reverse of flattering. Pupils, in after life, 
would send him their books with much trepidation as to what 
he would say or think. The following anecdote of his insight 
and quick observation when lecturing is told by Dr. Clapham: 
“You have two very interesting men from your College at my 
lecture,” he said to a College Tutor. ‘‘ When I come to a very 
stiff bit, A. b. says to himself, ‘ This is too hard for me: I won’t 
try to grasp it.’ C. D. tries to grasp it but fails,’—Marshall’s 
voice running off on to a high note and his face breaking up into 
his smile. It was an exact estimate of the two men’s intelligences 
and tempers. 

It is through his pupils, even more than his writings, that 
Marshall is the father of Economic Science as it exists in England 
to-day. So long ago as 1888, Professor Foxwell was able to 
write: “‘ Half the economic chairs in the United Kingdom are 
occupied by his pupils, and the share taken by them in general 
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economic instruction in England is even larger than this.” 4 
To-day through pupils and the pupils of pupils his dominion is 
almost complete. More than most men he could, when the time 
came for him to go away, repeat his Nunc Dimittis, on a com- 
parison of his achievement with the aim he had set himself in 
the concluding sentence of his Inaugural Lecture in 1885: “ It 
will be my most cherished ambition, my highest endeavour, to 
do what with my poor ability and my limited strength I may, to 
increase the numbers of those whom Cambridge, the great mother 
of strong men,? sends out into the world with cool heads but warm 
hearts, willing to give some at least of their best powers to 
grappling with the social suffering around them; resolved not 
to rest content till they have done what in them lies to discover 
how far it is possible to open up to all the material means of a 
refined and noble life.” 


IX 


Marshall retired from the Chair of Political Economy at 
Cambridge in 1908, aged sixty-six. He belonged to the period of 
small salaries and no pensions. Nevertheless he had managed 
out of his professorial stipend (of £700, including his fellowship), 
which he never augmented either by examining or by journalism,® 
to maintain at his own expense a small lending library for under- 
graduates, to found a triennial Essay Prize of the value of £60 4 
for the encouragement of original research, and privately to pay 
stipends of £100 a year to one, or sometimes two, young lecturers 
for whom the University made no provision and who could not 
have remained otherwise on the teaching staff of the School of 
Economics. At the same time, with the aid of receipts from the 
sales of his books,® he had saved just sufficient to make retirement 
financially possible. As it turned out, the receipts from his books 
became, after the publication of Industry and Trade, so con- 


1 “The Economic Movement in England,” Quarterly Journal of Economics, 
Vol. II. p. 92. 

2 It must be recorded, in the interests of impartiality, that Dr. Jowett took 
strong exception to this phrase. 

3 All his many services to the State were, of course, entirely unpaid. 

* In 1913 he transferred to the University a sufficient capital sum to provide 
an equivalent income in perpetuity. 

5 He always insisted on charging a lower price for his books than was usual 
for works of a similar size and character. He wasa reckless proof-corrector, and 
he kept matter in type for years before publication. Some portions of Industry 
and Trade, which he had by him in proof for fifteen years before publication, 
are said to constitute a ‘‘record;” He never regarded books as income-pro- 
ducing objects, except by accident. 
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siderable that, at the end of his life, he was better off than he 
had ever been; and he used to say, when Macmillan’s annual 
cheque arrived, that he hardly knew what to do with the money. 
He has left his Economic library to the University of Cambridge, 
and most of his estate and any future receipts from his copyrights 
are also to fall ultimately to the University for the encouragement 
of the study of Economics. 

Freed from the labour of lecturing and from the responsibility 
for pupils,! he was now able to spend what time and strength 
were left him in a final effort to gather in the harvest of his 
prime. Eighteen years had passed since the publication of 
the Principles, and masses of material had accumulated for 
consolidation and compression into books. He had frequently 
changed his plans about the scope and content of his later 
volumes, and the amount of material to be handled exceeded 
his powers of co-ordination. In the preface to the fifth edition 
of the Principles (1907) he explains that in 1895 he had decided 
to arrange his material in three volumes: I. Modern Conditions 
of Industry and Trade; II. Credit and Employment; II. The 
Economic Functions of Government. By 1907 four volumes were 
becoming necessary. So he decided to concentrate upon two of 
them, namely: I. National Industry and Trade; and II. Money, 
Credit and Employment. This was the final plan, except that, 
as time went on, Employment was squeezed out of the second of 
these volumes in favour of International Trade or Commerce. 
Even so, twelve more years passed by, before, in his seventy- 
seventh year, Industry and Trade was published. 

During this period the interruptions to the main matter in 
hand were inconsiderable. He wrote occasional letters to The 
Times—on Mr. Lloyd George’s Budget (1909), in controversy 
with Professor Karl Pearson on “ Alcoholism and Efficiency ”’ 
(1910), on “‘ A Fight to a Finish” and “ Civilians in Warfare ” 
on the outbreak of war (1914), and on Premium Bonds (1919). 
He wrote to the Economist in 1916 urging increased taxation to 
defray the expenses of the war; and in 1917 he contributed a 
chapter on “ National Taxation after the War” to After-War 
Problems, a volume edited by Mr. W. H. Dawson. 

Marshall’s letters to The Times on the outbreak of war are 
of some interest. When he was asked, before war was actually 
declared, to sign a statement that we ought not to go to war 


1 He still continued, up to the time of the war, to see students in the after- 
noons—though perhaps former pupils (by that time young dons) more than new- 
comers. 
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because we had no interest in the coming struggle, he replied : 
‘T think the question of peace or war must turn on national duty 
as much as on our interest. I hold that we ought to mobilise 
instantly, and announce that we shall declare war if the Germans 
invade Belgium; and everybody knows they will.” For many 
years he had taken seriously Pan-Germanic ambitions; and he 
headed his letter “ A Fight to a Finish.” Thus he took up a 
definitely anti-pacifist attitude, and did not fluctuate from this 
as time went on. But he was much opposed to the inflaming 
of national passions. He remembered that he had “ known and 
loved Germany,” and that they were ‘‘a people exceptionally 
conscientious and upright.’’1 He held, therefore, that “‘it is 
our interest as well as our duty to respect them and make clear 
that we desire their friendship, but yet to fight them with all our 
might.”’ And he expressed “an anxiety lest popular lectures 
should inflame passions which will do little or nothing towards 
securing victory, but may very greatly increase the slaughter on 
both sides, which must be paid as the price of resisting Germany’s 
aggressive tendencies.” These sentiments brought down on him 
the wrath of the more savage patriots. 

At last, in 1919, Industry and Trade appeared, a great effort 
of will and determination on the part of one who had long passed 
the age when most men rest from their labours. 

It is altogether a different sort of book from the Principles. 
The most part of it is descriptive. A full third is historical and 
summarises the results of his long labours in that field. The 
co-ordination of the parts into a single volume is rather artificial. 
The difficulties of such co-ordination, which had beset him for so 
many years, are not really overcome. The book is not so mucha 
structural unity, as an opportunity for bringing together a number 
of partly related matters about which Marshall had something of 
value to say to the world. This is particularly the case with its 
sixteen Appendices, which are his device for bringing to birth a 
number of individual monographs or articles. Several of these had 
been written a great number of years before the book was issued. 
They were quite well suited to separate publication, and it must 
be judged a fault in him that they were hoarded as they were. 


1 “Those,” he wrote to The Times on August 22, 1914, “‘ who know and love 
Germany, even while revolted at the hectoring militarism which is more common 
there than here, should insist that we have no cause to scorn them, though we 
have good cause to fight them. . .. As a people I believe them to be exceptionally 
conscientious and upright, sensitive to the calls of duty, tender in their family 
affections, true and trusty in friendship. Therefore they are strong and to be 
feared, but not to be vilified.” 
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The three books into which the volume is divided would, 
like the Appendices, have suffered very little if they had been 
published separately. Book I., entitled Some Origins of Present 
Problems of Industry and Trade, is a history of the claims to 
industrial leadership of England, France, Germany and the 
United States mainly during the second half of the nineteenth 
century. Book II., on Dominant Tendencies of Business Organisa- 
tion, whilst not definitely historical, is also in the main an account 
of the evolution of the forms of Business Organisation during 
the second half of the nineteenth century. Book I. is an account 
of the economic evolution of that period considered nationally ; 
Book II. is an account of it considered technically. Book III., 
on Monopolistic Tendencies : their Relations to Public Well-being, 
deals in more detail with the special problems which arose in 
regard to Transport and to Trusts, Cartels and Combinations 
during the same period. 

Thus such unity as the book possesses derives from its being 
an account of the forms of individualistic capitalism as this had 
established itself in Western Europe at about the year 1900, 
of how they came to pass, and of how far they served the public 
interest. The volume as a whole also serves to illustrate what 
Marshall was always concerned to emphasise, namely the tran- 
sitory and changing character of the forms of business organisa- 
tion and of the shapes in which economic activities embody 
themselves. He calls particular attention to the precarious and 
impermanent nature of the foundations on which England’s 
industrial leadership had been built up. 

The chief value of the book lies, however, in something less 
definite and more diffused than its central themes. It represents 
the fruits of Marshall’s learning and ripe wisdom on a host of 
different matters. The book is a mine rather than a railway 
—like the Principles, a thing to quarry in and search for buried 
treasure. Like the Principles, again, it appears to be an easy 
book; yet it is more likely, I believe, to be useful to one who 
knows something already than to a beginner. It contains the 
suggestions, the starting points for many investigations. There 
is no better book for suggesting lines of original inquiry to a 
reader so disposed. But for the ignorant the broad generalisa- 
tions of the book are too quiet, smooth, urbane, undogmatic, to 
catch him. 

Industry and Trade was a remarkable success with the public. 
A second edition was called for immediately, and, by the end 
of 1923, 12,000 copies had been printed. The fact that it 
was reaching wide circles of readers and met with no damaging 
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criticisms was a cause of greatencouragementand consolation to the 
aged author, who could feel that, after all, he had not been prevented 
by time, the enemy, from delivering his words to the world. 

But, all the same, time’s wingéd chariot was hurrying near. 
“Old age,” as he wrote in the Preface to Industry and Trade, 
“ indicates that my time for thought and speech is nearly ended.” 
The composition of great Treatises is not, like that of great 
pictures, a work which can be continued into extreme old age. 
Much of his complete scheme of ordered knowledge would never 
be delivered. Yet his determination and his courage proved just 
equal to the publication of one more volume. 

His powers of concentration and of memory were now begin- 
ning to fail somewhat rapidly. More and more he had to live 
for the book alone and to save for that every scrap of his strength. 
Talk with visitors tired him too much and interfered too seriously 
with his power of work. More and more Mrs. Marshall had to 
keep them away from him, and he lived alone with her, struggling 
with Time. He would rest much, listening to his favourite 
melodies on the auto-piano, which was a great solace to him 
during the last ten years of his life, or hearing Mrs. Marshall read 
over again a familiar novel. Each night he walked alone in 
the dark along the Madingley Road. On his seventy-eighth 
birthday he said that he did not much want a future life. When 
Mrs. Marshall asked him whether he would not like to return to 
this world at intervals of (say) a hundred years, to see what 
was happening, he replied that he should like it from pure curiosity. 
‘““My own thoughts,” he went on, “turn more and more on the 
millions of worlds which may have reached a high state of 
morality before ours became habitable, and the other millions 
of worlds that may have a similar development after our sun 
has become cool and our world uninhabitable.” 1 His greatest 
difficulty, he said, about believing in a future life was that he 
did not know at what stage of existence it could begin. One 
could hardly believe that apes had a future life or even the early 
stages of tree-dwelling human beings. Then at what stage could 
such an immense change as a future life begin ? 

Weaknesses of digestion, which had troubled him all his life, 
increased in later years. In September, 1921, in his eightieth 
year, he made the following notes :—‘‘ Tendency of work to bring 
on feeling of pressure in the head, accompanied by weariness, is 
increasing ; and it troubles me. I must work on, so far as strength 
permits, for about two full years (or say four years of half-time) 
if that is allowed to me: after that, I can say ‘ Nunc dimittis.’ 


1 Cf. the remarkable footnote to p. 101 of Money, Credit and Commerce. 
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I care little for length of life for its own sake. I want only 
so to arrange my work as to increase my chance of saying those 
things which I think of chief importance.” 

In August, 1922, soon after his eightieth birthday, Money, 
Credit and Commerce was finished, and it was published in the 
following year, 1923. The scope of the volume differed from his 
design, in that it did not include “a study of the influences on 
the conditions of man’s life and work which are exerted by the 
resources available for employment.” But he managed to bring 
within the covers of a book his chief contributions to the theories 
of Money and of Foreign Trade. The book is mainly pieced 
together from earlier fragments, some of them written fifty years 
before, as has been recorded above, where also the nature of 
his main contributions to these subjects have been summarised. 
It shows the marks of old age in a way which Industry and 
Trade did not. But it contains a quantity of materials and ideas, 
and collects together passages which are otherwise inaccessible 
to the student or difficult of access. ‘‘ If much of it might have 
been written in the ’eighties of last century,’’ Professor Edgeworth 
wrote of it in the Economic JouRNAL, ‘‘ much of it will be read 
in the ’eighties of this century.” 

** Although old age presses on me,” he wrote in the Preface 
to Money, Credit and Commerce, “‘I am not without hopes that 
some of the notions which I have formed as to the possibilities 
of social advance may yet be published.” Up to his last illness, 
in spite of loss of memory and great feebleness of body, he 
struggled to piece together one more volume. It was to have 
been called Progress : its Economic Conditions. But the task was 
too great. In a way his faculties were still strong. In writing 
a short letter he was still himself. One day in his eighty-second 
year he said that he was going to look at Plato’s Republic, for he 
would like to try and write about the kind of Republic that 
Plato would wish for, had he lived now. But though, as of old, 
he would sit and write, no advance was possible. 

In these last days, with deep-set and shining eyes, wisps of 
white hair, and black cap on his head, he bore, more than ever, 
the aspect of a Sage or Prophet. At length his strength ebbed 
from him. But he would wake each morning, forgetful of his 
condition and thinking to begin his day’s work as usual. On 
July 13, 1924, a fortnight before his eighty-second birthday, he 
passed away into rest. J. M. Keynes 

Note.—There are several allusions in the above to a “‘ Bibliographical Note.” 


It has proved necessary, however, to postpone the publication of this until the 
December JOURNAL. 
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THE FAMILY ALLOWANCE SYSTEM! 


General Remarks 


THE systems of wage payment in operation in various countries 
before the war were the result largely of the application of the 
doctrines of individualism. In fixing rates of wages almost no 
attempt was made to take direct account of the greater needs of 
workers with families to maintain, and with rare exceptions the 
universal practice was for the same wage rate to be fixed for all 
workers of a given grade in a given establishment or district with- 
out regard to their family responsibilities; in other words the 
principle of equal pay for equal work so far as men were concerned 
received general acceptance. 

It is true that in the processes of collective bargaining the 
workers’ unions frequently urged the claims of the wage earners 
to a living wage based on the needs of a family, but in so far as 
consideration was given to this claim the conception of the 
standard family appears to have been generally adopted by both 
employers and workers, and the latter in most cases considered 
their object to be attained if a wage adequate for a family of 
average size were secured. 

The wage rates actually fixed for any group of workers were, 
apart from the influence of custom, determined largely by the 
demand for and the supply of their labour, and the general effect 
of paying the same wage thus fixed to unmarried and to married 
workers was that the former had a surplus, while the latter 
frequently experienced a deficiency. As was pointed out by 
M. Romanet, one of the pioneers of the family allowance system 
in France, “‘ to give the same wage to an unmarried man and to a 
married man with a large family is the same thing as putting on 
the table the same quantity of food for the one as for the other. 
The unmarried man will have a surplus while the married man 
will be unable to supply his needs.” 2 

During the war, the rise in the cost of living led to the practice 

1 For details of the application of the family allowance system in various 
countries, reference may be made to an objective study on the subject published 
by the International Labour Office. Miss Rathbone, in her book, The Dis- 
inherited Family, (London, 1924), gives the arguments in favour of the system and 


outlines the case of the opposition. 
2 Chronique Sociale de France, May 1922, p. 317. 
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of adding cost of living bonuses to the basic wages, and in a number 
of countries these bonuses were frequently differentiated in re- 
lation to family needs. In this way attention was directed to the 
principle “‘ to each according to his needs,” which during recent 
years has found numerous advocates. 

From some points of view the application of this principle 
may be regarded as a means of securing a better distribution of 
that portion of the national dividend which is paid to the wage 
earners. The problem is how best to distribute the amount 
actually being paid in wages, and it may be agreed that, apart from 
undesirable consequences,” there will be an increase in economic 
welfare from the application of the principle of distribution 
according to needs. This conclusion is a special case of Professor 
Pigou’s generalisation that, other things being equal, an increase 
in the proportion of the national dividend accruing to the poor will 
probably increase economic welfare, the poor here being the 
workers with large families to maintain. 

Distribution according to family needs may in itself involve 
no change in the total wage bill of a group of workers, and be merely 
a redistribution by which the resources of workers with families 
larger than the average are increased at the expense of those with 
families smaller than the average. One of the chief reasons, 
however, for the adoption of the family allowance system in a 
number of European countries during the war appears to have 
been that there was a general reduction in real wages, and the 
change in the method of distribution served to diminish the hard- 
ships especially of those with large families. The principle of 
equal pay had to give way, and that of payment according to need 
was adopted to a greater or less extent. 


Recent Developments 


In most countries in Continental Europe the family allowance 
system was widely applied during the war. With the return to 
more normal conditions after the war, there was in a number of 
countries a reversion to the system of equal pay, and since about 
the beginning of 1921, especially in the Scandinavian countries, 


1 The principle had already received some application before the war, for 
example in the case of State employees in certain public administrative depart- 


ments in France. 
2 For example an increase in the birth rate in countries already adequately 


populated. This question is discussed in the section on the objects of family 


allowances. 
3 The problem was not one of increasing welfare but of reducing the amount of 


decrease, 
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Switzerland and Italy, family allowances have rarely, if at all, 
been paid in the case of workers in private industry, although in 
several of these countries they continue to be paid to State and 
other public administrative officials and workers. The conditions, 
however, which led to the application of the family allowance 
system in various countries during the war and in the years 
immediately succeeding it still prevail in certain countries in 
Central Europe owing to the effects of currency depreciation. In 
these countries and particularly in Germany, the family allowance 
system is widely applied, and is one of the means of mitigating 
the effects of the fall in real wages. In Germany the family 
allowance system applies to several millions of workers, including 
all or a large part of those in the mining, metal, chemical and 
printing industries as well as bank employees, State officials 
and manual workers in State employment. But even with the 
payment of allowances for wife and children the real wages of 
married workers in most occupations have, during recent years, 
been well below the pre-war level. 

The application during and since the war of the family allow- 
ance system—in other words of a system of distribution according 
to needs—as a means of mitigating the worst effects of a low level 
of real wages, suggests that while the principle of equal pay (to 
men) for equal work may be fairly satisfactory in countries or 
industries which are relatively prosperous, a case may be made out 
for the application of the system of distribution according to need 
where the incomes of those with families to maintain would other- 
wise be seriously inadequate. Thus it might with advantage be 
applied in the case of certain low-paid industries; for example, in 
some of the industries in which Trade Boards have been set up. It 
may be added that by the regulations governing a number of family 
allowance schemes, the allowances are paid only in respect of 
workers whose wages are below a given amount. Sometimes the 
allowances are diminished as the wage increases, and this course 
appears preferable to that of paying the allowances in full to all 
workers below a given wage and not at all to workers above that 
wage.” 

Of the countries in which the family allowance system 
has been applied, France has devoted the greatest attention 


1 In this connection it may be noted that in a number of countries, unemploy- 
ment insurance benefits are differentiated according to family needs. 

2 The latter system is open to the objection that workers just below the 
maximum wage for which allowances are paid may be better off by remaining at 
such a wage and continuing to draw the allowances than if they advance to a 
higher wage. 
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to its development. In that country, the system has been 
adopted not so much for the purpose of dealing with the 
exceptional economic conditions of the war years and of those 
immediately following, but of endeavouring to reduce infant 
mortality and to increase the birth rate. During the last four 
years, there has been a rapid extension of the system in France, 
and at the end of May 1924 about 2,700,000 workers were covered 
by it.t In Belgium, a rapid development began in the autumn 
of 1922, and the experience gained in France was largely utilised. 
At the end of 1923, about 250,000 workers in private industry, or 
about 18 per cent. of the total, were employed in establishments 
where family allowances were paid, while the system was also 
applied in the State administrations.* 

In Holland, although the development has been less rapid than 
in France and Belgium, the number of workers covered by family 
allowance schemes has increased during the post-war years. The 
system is also applied to a considerable extent in the Serb—Croat- 
Slovene Kingdom. In Europe as a whole it has been estimated 
that not far short of eight million workers are employed in 
establishments paying family allowances, and in addition most of 
the Governments have adopted the system for their own civilian 
employees. 

It may be mentioned that in Australia during the post-war 
period, proposals for the general application of the family allow- 
ance system as a development of the living wage policy have not 
been adopted, although the system is in force as regards Common- 
wealth employees. 

The regulations governing the payment of family allowances 
in the various countries differ considerably. The allowances 
themselves are of various kinds and may include regular allow- 
ances for the wife, regular allowances for some or all dependent 
children, and special allowances paid on the birth of a child, or 
during the nursing period.* In the case of the allowances paid 
regularly, some regulations provide for married workers to receive 
allowances in respect of the wife and each dependent child; ° 
others provide for their payment in respect of the children only. 
Sometimes, the wage is regarded as being adequate for the main- 


1 La Journée Industrielle, May 27, 1924. 

2 Revue du Travail, November 1923, p. 2332. 

3 See article on ‘‘ Family Allowances and Clearing Funds in France ” by Paul 
H. Douglas, in The Quarterly Journal of Economics, February 1924, p. 250. 

4 In some cases allowances are paid in respect of invalid or of aged dependents. 

5 The allowances for children are usually paid in respect of those under thirteen 


or fourteen years of age. 
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tenance of a family of average size (e.g. a man with wife and two 
dependent children), and allowances are paid only in respect of 
children in excess of the average number. Frequently for children 
there is an ascending scale of allowances, 7.e. with higher amounts 
for each succeeding child, while according to other regulations, the 
scale is uniform or descending. 


Objects of Family Allowances 


Among those who advocate the principle of payment according 
to needs, some are actuated by the humanitarian desire of pro- 
moting the welfare of workers with large families, and others by 
the motive of increasing the population of the nation from the 
point of view either of industrial or of military power. These two 
objects are somewhat conflicting, since the promotion of the 
welfare in the present generation of those with large families, 
by the adoption of a system which results in an increase in the 
population, may have a harmful effect on that welfare in the 
future. If the assumption is made that the payment of family 
allowances will have an appreciable effect in increasing the 
population, it follows that, apart from exceptional cases, the system 
should be applied only in countries which are under-populated. 

There are many, however, who consider this assumption un- 
founded. They point out that the highest birth rate coincides 
with the lowest standard of living, and hold the view that in the 
case of those with the lowest incomes “the hopelessness of a 
proper discharge of parental obligation breeds a recklessness in 
incurring them.” They believe that the improvement in the 
economic position of such families which would result from the pay- 
ment of family allowances would better the condition of the 
children actually born, and the raising of the status of women, 
through the recognition of their value to the community as 
mothers, might be expected to lead to a reduction of the birth 
rate of the lowest classes of the population. They argue also 
that the system of family allowances would tend to increase the 
birth rate in the more thrifty artisan and lower middle classes, 
and that an improvement in the quality of the population might 
be expected. Professor Edgeworth points out, however, that such 
a conclusion is based on a calculation of motives, the operation of 
which is uncertain, so that the system offers no security for the 
improvement of the race. 

No satisfactory evidence is yet forthcoming in the countries 


1 Economic JOURNAL, December 1922, p. 454. 
cc 2 
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where family allowances are paid as to their effect on the birth 
rate. In France, where the system is supported largely as a means 
of increasing the population, the data available do not, according 
to M. Bonvoisin, Director of the Family Allowance Committee, 
allow of any definite conclusions being formed on this point. 
There appears, however, to be ample evidence to prove that the 
payment of family allowances, together with the work done by the 
home visitors appointed by many of the organisations which make 
such payments, has had a marked effect in reducing infantile 
mortality and in improving the health of the children. 

The effect on the birth rate will depend to a large extent on the 
amounts paid in allowances and the systems of payment adopted. 
In the countries in which family allowances are paid the amounts 
and systems vary considerably in different industries and districts, 
but it is only in exceptional cases that the allowances are equiva- 
lent to the cost of maintenance of the dependents in respect of 
whom they are paid.t As regards the systems of payment, there 
may be a greater tendency for population to increase where there 
is an ascending scale of allowances than where the scale is uniform 
or descending. In France, during the last two years there has 
been, especially amongst those who support the family allowance 
system as a means of increasing the birth rate, a movement in 
favour of the policy of paying allowances only, or at a higher rate, 
in respect of large families. Some organisations in fact pay no 
allowances in respect of the first child or the first two children, 
but pay, in respect of other children, relatively high amounts. 

An object of the family allowance system which has been given 
little publicity by the employers, but which is of considerable im- 
portance, is that of effecting an economy in wages. This mayresult, 
for example, from the application of the system after a period 
in which there has been a rise in the cost of living. The workers 
demand increases in money wages in order that their real wages 
may be maintained. Instead, however, of agreeing to a uniform 
increase, the employers, by the introduction of the system, enable 
those with large families to maintain their standard of living, while 
unmarried workers and those with small families lose the surplus 
they previously enjoyed. In this way, unless there has been a 
reduction in the national dividend, the proportion distributed to 
the group of workers concerned is less than before. Where such 
is the result, the employers paying family allowances evidently 
have an advantage in competition over those who have not secured 
an equivalent economy. As the family allowance system spreads 


1 Indications are given in a later section as to the amounts generally paid. 
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within a country, this advantage is reduced so far as the home 
market is concerned, although the country which applies the 
system in such a way that it effects an economy in wages, has an 
advantage in competition with countries where it is not applied. 

Some methods of application of the system tend to result in a 
greater stability in the personnel of the establishments in which it 
has been adopted. In many cases the regulations governing 
the payment of the allowances stipulate that workers shall become 
entitled to such payments only after they have served a given 
period with the same employer. Moreover, if allowances are paid 
by some employers only, workers with large families will prefer 
to stay with those employers.! Again, the family allowance 
system may serve to some extent as a bonus for regular attendance, 
as, for example, where the payments cease in case of sickness or 
absence from work without sufficient cause. Some employers, 
particularly in France, regard the payment of allowances as a 
means of improving industrial relations. 

One further object may be mentioned, namely that the introduc- 
tion of the family allowance system may enable the principle of equal 
pay for equal work as between men and women to be established. 
It is claimed that one of the greatest barriers in the way of this 
equality is that under the system of wage payment, until recent 
years almost universal, the wages of adult male workers are fixed 
partly in relation to the knowledge that they may have families 
to maintain, whereas those of women are influenced by the 
fact that women are regarded as generally being without de- 
pendents. The barrier would be removed if in addition to the 
wage, adequate allowances for dependents were provided. This 
reason for the introduction of the family allowance system has 
received considerable prominence in Great Britain,? but appears 
to have received little or no attention in countries in which the 
family allowance system has been applied. 


Methods of Providing Family Allowances 


The two chief sources of the sums necessary for the payment of 
family allowances are the employers and the State. Provision 


1 Many employers regard workers with families as the most regular and 
conscientious of their workers. 

2 It was discussed, for example, by Miss Rathbone, in her article on the “ Re- 
muneration of Women’s Services ”’ (EcoNoMiIc JOURNAL, March 1917), and in her 
recent book, The Disinherited Family, and by Mrs. Sidney Webb in her Minority 
Report to the War Cabinet Committee on Women in Industry (Cmd. 135 for the 
year 1919). Professor Edgeworth criticised the means (family allowances) in 
relation to the end (equal pay for men and women) in his article in the Economic 
JouRNAL, December 1922, p. 431. 
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by the employers, which is in practice by far the more important 
method, may be voluntary, or compulsory. Where provided 
voluntarily, the payment of the allowances may be made in accord- 
ance with collective agreements, or solely on the initiative of the 
employers. In Germany, Austria, Poland, Czechoslovakia and 
Holland, and during the war and the years immediately following 
it in the Scandinavian countries and Switzerland, the system was 
based mainly on collective agreements, whereas in France and 
Belgium the employers have in most cases introduced the system 
on their own initiative, and have paid little or no regard to the 
views of the workers’ organisations. 

Wherever family allowances are paid by the employers direct 
to their workpeople, whether on their own initiative or according 
to collective agreements, the danger arises that as they are able to 
reduce the total amount paid in allowances by increasing the 
proportion of unmarried workers and of married workers with small 
families, they may discriminate against the very workers that the 
payments were designed to help. This danger, which is par- 
ticularly great during periods of industrial depression, may be 
removed partly or wholly by the adoption of the equalisation fund 
(caisse de compensation) system, by which the allowances are 
paid from a fund fed by contributions of a number of employers 
in a given industry or district. The contributions to the fund are 
based on some factor not proportionate to the number of children 
of the workers, the most usual factors being the total wage bill of 
each employer, or the total number of his workers.1_ Where the 
equalisation fund system has been adopted, it appears to have been 
successful in avoiding discrimination against workers with large 
families. In the initial stages of the voluntary adoption of the 
equalisation fund system, the industrial type open only to em- 
ployers in a given industry or group of allied industries appears to 
be the more common, and it has the advantage that the regulations 
may be drawn up to suit the special needs of each industry. For 
example, in industries like mining, where the majority of workers 
are men, different regulations and rates of contribution may be 
required from those suitable for an industry where many women 
are employed, e.g. the textile industry. Some funds organised on 
a district basis and open to all employers irrespective of the 
industry to which they belong, provide for this difficulty by setting 
up separate sections within the fund for industries which differ 


1 There still remains an advantage to the whole group of employers associated 
in the fund to engage workers with few or no dependents, but the larger the group, 
the smaller this danger becomes. 
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considerably from one another. Other district funds have uniform 
regulations and rates of contribution for all the industries covered, 
and this type is regarded, particularly by employers in France, as 
the most satisfactory in the long run, especially as one of the con- 
sequences of family allowances may be an increase in the supply 
of labour in the coming generation, an increase from which all 
industries would benefit. . 

Equalisation funds organised on the initiative of the employers 
have received their greatest development in France. At the 
beginning of 1920 there were only six funds, but when the Fourth 
National Family Allowance Congress organised by the Comité des 
Allocations Familiales 1 was held at Mulhouse at the end of May 
1924, it was announced that the number of funds was 151, covering 
9,300 establishments with over a million workers.2, In Belgium, 
since the middle of 1922 twelve equalisation funds on the French 
model have been formed. It may be added that in addition to 
the funds set up by the employers, the Belgian Confederation of 
Christian Trade Unions has recently established a fund for the 
payment of family allowances in respect of all children, under 
sixteen years of age beginning with the third, of the permanent 
members of affiliated unions. This appears to be the only case 
in which a workers’ organisation has established the system of 
paying family allowances. 

In Holland, several funds have been established either on the 
initiative of the employers or by means of collective agreements. 
In Germany, if account is taken of the extensive development of 
the family allowance system, the number of equalisation funds 
is very small. This may be due partly to the fact that during the 
greater part of the period in which allowances have been paid there 
has been little unemployment, and therefore little danger of dis- 
crimination against married workers. Also the allowances them- 

1 A central organisation set up by the funds for purposes of liaison, research 
and propaganda. A similar committee has been formed in Belgium. 

2 For mine workers, for whom in recent years employment has been good, 
allowances are paid, but no equalisation funds have been set up, while in the case 
of the railway companies which in a sense effect ‘‘ equalisation,’’ on account of 
their size, and of the public administrations, the danger of discrimination against 
married workers is small, and allowances are paid without the intermediary of 
equalisation funds. 

% Professor Edgeworth in his article ‘“‘ Equal Pay to Men and Women for 
Equal Work ” (Economic JourNAL, December 1922) suggested (p. 457) that trade 
unions might, if they so desired, make provision for the children of members, 
and form equalisation funds. Various trade unions, in paying unemployment 
benefits to their workers, pay higher sums to those with dependents than to those 
without. 


* When unemployment became serious in 1923 and the beginning of 1924, 
complaints regarding discrimination against married workers began to be made. 
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selves have generally been small, so that the results from the 
setting up and maintenance of equalisation machinery would not 
have repaid the labour and expense involved. 

Various proposals have been made, especially in France, in 
the Commonwealth of Australia, and the State of New South 
Wales, for making the payment of family allowances and member- 
ship of equalisation funds compulsory on all employers. The 
only country, however, where such a general law has been applied 
is Austria, where, at the end of 1921, a system of children’s 
insurance was introduced, the payment of allowances out of 
contributions of the employers being made compulsory and 
equalisation on a district basis provided. The real value of the 
allowances became almost negligible in the autumn of 1922, owing 
to the rise in the cost of living, to which the allowances were not 
adjusted. 

In France, the bill introduced into the Chamber by M. 
Bokanowski in 1920 had as object the making of the payment of 
family allowances and membership of a district or an industrial 
fund compulsory on all employers. The bill was defeated largely 
owing to the opposition of the employers.1. The Bill brought 
forward in New South Wales in 1919 by the Holman Adminis- 
tration, and the proposal of Mr. Piddington in 1920 for the 
Commonwealth of Australia,? were similar to M. Bokanowski’s 
bill in that the allowances were to be paid out of contributions of 
the employers. They differed from it, however, in proposing the 
setting up of a State equalisation fund. 

The New South Wales Labour Government Bill of 1921 pro- 
posed the payment of family allowances not out of contributions 
by the employers, but out of State revenues. The French law of 
July 22, 1923, provides for such payments in respect of all children 
under thirteen years of age beyond the third. 


Importance of the Amounts Paid 


Some indications may be given as to the importance of the 
amounts paid in family allowances, especially in the three countries 
in which the system is the most highly developed, namely, France, 
Belgium and Germany. In France at the end of May 1924 the 
averages of the amounts paid by the equalisation funds then 
established were 19 francs per month for the first child, 27 francs 


1 A law was passed on December 19, 1922, which led to the making of the 
payment of allowances and membership of a fund compulsory, with minor 
exceptions, on all employers working on State contracts. 

2 See A, B. Piddington, K.C., The Next Step, Melbourne, 1922. 
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for the second, 35 francs for the third, and 43 francs for the fourth 
child. The average monthly wage of an adult workman in France 
being about 500 francs, the allowances constitute additions to 
the wage of less than 4 per cent. for one child, about 9 per cent. for 
two children, about 16 per cent. for three children and nearly 
25 per cent. for four children. 

The equalisation funds were paying allowances at the end of 
May 1924 at the rate of over 128 million francs per annum, this 
constituting some 2 per cent. of the total wage bill of the estab- 
lishments covered. In the mining industry in certain of the chief 
districts, the allowances are somewhat higher than those paid by 
equalisation funds, being in some cases 1 franc or even 1 france 50 
centimes per child per day. During 1923, the total amount paid 
in family allowances by the mining companies was about 80 
million frances, this being about 5 to 6 per cent. of the wage bill. 
The allowances paid in respect of the children of State officials 
also form a relatively important addition to the salary, the scale 
from the beginning of 1924 being 495 francs per annum for each of 
the first two children and 840 francs per annum for other children. 

In Belgium, the rates of allowances paid are generally some- 
what lower than those in France, the most usual scale of payment 
being 10 francs per month for the first child, 20 francs for the 
second, 30 francs for the third and 40 francs for the fourth and 
succeeding children. In Germany in a number of industries 
allowances are paid not only in respect of the children, but also 
of the wife, a practice which is rarely adopted in France or Belgium. 
Among the industries in which allowances are paid in Germany 
the amounts are relatively low in the chemical industry, in which 
the addition in respect of the wife and two children together is only 
about 3 or 4 per cent. of the wage. In the metal industry the 
allowances are somewhat higher, and constitute an addition for the 
wife and two children of about 6 or 7 per cent. to the wage. The 
addition for such dependents in the case of mine workers is about 
8 to 12 per cent.2 The allowances are highest for State officials 


1 The higher percentage of the total wage bill in the case of the mining com- 
panies is accounted for mainly by the fact that there is a larger proportion of 
adult male workers in this industry than in those covered by the equalisation 
funds which include, for example, the textile industry, in which the number of 
dependent children of the workers is relatively small. 

2 The differences in the importance of the allowances in Germany and also in 
other countries as between one industry and another may partly be explained by 
the adoption in one industry of a relatively low rate of wages with comparatively 
high allowances and in another industry of a higher rate of wages but only small 
allowances; in other words, the greater application in some industries than in 
others of the principle of distribution according to needs. 
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and workers, being for the wife and two children about 15 per cent. 
of the salary in the case of upper grade officials, about 20 per cent. 
in the case of intermediate grade officials and of manual workers, 
and over 30 per cent. in the case of officials in the lowest grades. 
In Austria, Poland, and a number of other countries, the allow- 
ances constitute in many cases almost negligible additions to 
the wage. 


Opinions regarding Family Allowances 


Opinions differ very widely as to the payment of family allow- 
ances. ‘“‘ To some the principle appears as a foretaste of com- 
munism, to others as a measure of wage economy; to some as the 
next step of advanced feminism, to others as a brake upon the 
industrialisation of home life. To many it appears above all else 
as a sweeping measure of child welfare.” 1 From the point of 
view of the opinions of employers and workers in the different 
industrial countries, a distinction may be drawn between those 
countries in which the system continues to be applied and those 
where it has not been adopted or was applied as a temporary 
measure only. The latter group includes the Scandinavian 
countries, together with Czechoslovakia, Switzerland and Great 
Britain, and in these, the employers and workers are strongly 
opposed to the system. In North America the subject has 
received little or no attention from employers or workers. 

In Germany and various other Central European countries 
many employers and workers’ organisations are opposed to family 
allowances, and regard them as a temporary necessity during an 
exceptional period.2 Among the workers’ organisations in 
Germany the chief opposition comes from the Socialist Unions, 
the Christian Unions being, as in France, Belgium and Holland, 
favourable to the principle. The Socialist Unions consider that 
assistance for those with large families should be provided not 
by the employers but by the State, not by means of money 
payment, but by free education, apprenticeship, medical attend- 
ance, and the free feeding and even clothing of school children. 
They are strongly in favour of a wage policy which has as object 
the securing for all workers of a minimum wage adequate for an 
average family. They fear that the inclusion of family allowances 
in the terms of collective agreements will cause a division of 

1 The Meaning of Family Endowment, by Mrs. M. D. Stocks, p. 7. 

2 For certain opinions in Germany, see an article on ‘‘ The Family Wage 


Controversy in Germany,” by Dr. E. Heimann (Economic JouRNAL, December 
1923, p. 509). 
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interests in the Unions, between unmarried and married workers. 
Similar views are also held by the Socialist Unions in France, 
Belgium and Holland. In France and Belgium especially, the 
Socialist Unions were at first opposed to the payment of family 
allowances, which they regarded as a means of withholding the 
full increase in wages due on account of the rise in the cost of 
living; but as the system spread it was realised that, as a large 
number of workers were actually receiving allowances, it would be 
difficult to destroy the system, and it was accepted as a fait 
accompli. Attention was then directed to the methods by which 
allowances are provided, and strong opposition was raised against 
those features of the present system which savoured of paternalism 
or of charity on the part of the employers. Demands were made 
that instead of being voluntary and organised by the employers, 
the system should be made compulsory by law, and administered 
by joint committees representative of all the interests concerned, 
and that the allowances should be paid either out of State funds 
on the same lines as insurance benefits are provided for unemploy- 
ment, sickness, disability and old age, or else out of compulsory 
contributions of the employers. The allowances should be paid 
only in the case of families larger than the average and it is 
considered, as in Germany, that the wage should be adequate for 
an average family. Opposition is also strong, as in other countries, 
against the practice in some cases adopted by the employers of 
withholding the allowances during strikes. 

The general attitude of employers in France and Belgium is 
that the system should be allowed to develop without any element 
of compulsion, their view being that a State scheme would be 
too rigid and would not allow of sufficient consideration being 
given to the special conditions of different industries and districts. 
They believe that a State system would involve complicated 
administration and control which would be far more costly than 
the present system. They also consider that the improvement in 
industrial relations which they claim to be one of the advantages 
of the present system would be lost if compulsion were introduced. 
It may be added that the French employers favour the drawing of 
a clear distinction between the wage or the payment for work 
done, which is the same for all workers whether married or un- 
married, and the allowances which are largely independent of the 
quantity and quality of the work done. They point out that the 
allowances are frequently paid independently of the wage, often 


1 This division of interests is less serious if the method is adopted of paying 
allowances in respect of large families only. 
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to the mother and not to the wage earner, in many cases by the 
equalisation fund and not by the employer, and that they may be 
maintained during periods of unemployment or sickness of the 
worker. The workers’ organisations, on the other hand, have 
continued to regard the allowances paid by the employers, whether 
directly or through equalisation funds, as part of their remunera- 
tion for labour, and maintain that if the allowance is in no way 
connected with the wage, but is a matter of social justice, then it 
should be paid, not by the employer but by the community as a 
whole.! The idea of distinguishing the allowance from the wage 
does not appear to have been discussed to any great extent in 
Germany and other countries in Central Europe, the allowance 
being generally paid with the wage and regarded as part of the 
remuneration of the worker. 

In Australia, the workers’ organisations favour the payment 
of family allowances by the community as a whole to those with 
large families, but adopt the policy of endeavouring to secure for 
all workers a wage adequate for a family of average size. Many 
Australian employers are opposed to the system, believing that 
its application would result in an increase in the total wages bill. 

J. H. RicHarpson 


Geneva, 
July 15, 1924. 


1 The question as to whether or not the allowance should be regarded as part 
of the wage is of importance in fixing the indemnities for victims of industrial 
accidents. The tendency of the courts in France appears to be, for this purpose, to 
regard the allowance as part of the wage. 
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SOME PROBLEMS OF TAXATION IN AUSTRALIA 


I. Need for Review of Taxation 


FEDERATION in Australia was not achieved without mis- 
givings regarding the future powers of the member States. 
There was much opposition to proposals calculated to reduce 
the taxing powers of the colonies; yet it was impossible to 
restrict the taxing power of the Commonwealth. Believing that 
“no Commonwealth can exist without possessing unlimited 
powers of taxation,” as a delegate to the 1891 Convention 
declared, the founders of our Constitution gave the Common- 
wealth Parliament unlimited powers to make laws with respect 
to taxation, provided there was no discrimination between States 
or parts of a State.! At the time it was thought that indirect 
taxation through customs and excise would yield much more 
revenue than would be required by Federal authority, and by 
the famous Braddon clause (87 of the Constitution) it was pro- 
vided that only one-fourth of the revenue from customs should 
be retained by the Commonwealth, the balance being paid over 
to the States. This was to continue for ten years and thereafter 
until Parliament determined otherwise. 

In this way it was hoped that the revenue of the States would 
not be unduly disturbed and there was little thought of the 
Commonwealth levying direct taxation. But time and circum- 
stance and the centripetal tendency of Government have altered 
the situation beyond recognition. By 1910 the Federal Govern- 
ment, despite increases in the tariff, was finding the arrange- 
ment inconvenient and Parliament reviewed it. For the suc- 
ceeding ten years and until Parliament decided otherwise the 
States were to receive 25s. per head of the population from the 
Commonwealth. In the same year the Labour Government 
introduced land taxation with a double object of providing 
revenue and breaking up the large estates. This committed the 
Commonwealth to direct 2? taxation, and on the outbreak of war 


1 Throughout this article “‘ State ’’ refers to the six members of the Common- 
wealth of Australia originally independent colonies. 

2 It may be argued that the land tax is not strictly a direct tax in that the 
whole incidence does not fall upon the landowner. In general it is very difficult 
to classify taxes into two well-defined groups, and the widespread assumption 
that State taxation is wholly direct is not quite correct. For example, a State 
entertainments tax is clearly indirect. But in general the State taxes are largely 
direct, while the main forms of indirect taxation levied by the Commonwealth are 
customs and excise duties. All other taxes will be regarded as direct, and the 
words “ direct” and “ indirect ’ are used throughout this article in this sense. 
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further steps were taken. Succession duties were introduced in 
1914, a Federal income tax levied in 1915, and later a war-time 
profits tax and an entertainments tax. These measures were 
somewhat hastily devised to meet a pressing situation, and during 
the war there was little serious criticism of the financial policy 
of the Federal Government.! But the situation was embarrass- 
ing to the States, there was much duplication of activities and 
many inconsistencies, and the steady increase in both State and 
Federal taxation brought to light grave blemishes in the taxation 
system of the country.2, Up to 1919 the Government had made 
some efforts to come to an understanding through conferences 
on at least five occasions of Premiers and Treasurers and taxation 
officers, and an agreement with respect to the collection of taxes 
had been entered into between the Federal Government and 
Western Australia. It was all mere patchwork, and nothing 
less than a complete review of the whole problem would suffice. 
Hence the appointment in September 1920 by the Federal Govern- 
ment of a Royal Commission. The Commissioners chosen were 
representative of the commercial, farming and labour interests, 
and though some were recognised as close students of economics 
and had carried out social and economic investigations for the 
Government, there was no recognised economist as such. This is 
generally the case in Australia, where the study of Economics is 
still very backward despite the great interest of the average 
man in economic and social problems. But the evidence of the 
expert and the interested party alike was eagerly sought by the 
Commission, and business and commercial organisations through- 
out the country prepared memoranda or appointed official 
witnesses. Sittings were held in all the States and altogether 
191 witnesses were examined. A great mass of evidence upon 
the trade and finance of the country was collected which, 
together with that collected by the Royal Commission on the 
Basic Wage in the same year, should provide a mine of informa- 
tion for the future research student. Unfortunately the evidence 
is not published, but the Commission has prepared five lengthy 


1 It is not suggested that the Labour Party when in opposition did not 
repeatedly censure the Government; its criticism with respect to loans and 
taxes was relevant, but the Government was merely following the policy 
inaugurated by the Labour Party when in office. 


2 Taxation per head increased as follows : 
Year ending June 30th. Commonwealth. State. Total. 
: ie ee &S 4 a@. cs &. @ 
1911 os 4 10 0 19 O 4 3 10 
1921 9 13 8 7 3 is 1 60 
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1923 8 1 1 4 7 12 3 8 
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reports upon all problems relating to direct taxation as well as 
“the harmonisation of Commonwealth and State taxation.” 
It is with this latter problem, discussed in the Commission’s 
second report, and later the subject of an important conference 
of Commonwealth and State authorities, that this article is 
concerned. 


Il. Taxation in Australia 


Before dealing directly with this problem it is necessary to 
outline some of the main features of the taxation system of 
Australia. Customs and excise taxation is the prerogative of 
the Federal Parliament, and thanks to the growing protectionist 
sentiment in the country it has been a fruitful source of revenue. 
The 1920 tariff schedule is the highest on record. Favoured by 
heavy importations and increases in prices, the customs and 
excise revenue rose from £21,574,559 in 1919-20 to £31,809,906 
in 1920-21. This represents 61 per cent. of the taxation of the 
Commonwealth and 44 per cent. of that of the Commonwealth 
and States together. The position in recent years is shown in 
the following table : 


TABLE I. 
Taxation in Australia, 1910-23. 


(Figures in thousands.) 














Taxation by Common- | | Pescentace 
Year wealth Government. Taxation | | Gusteme 
ended |—— by State | Total and Excise 
June Customs Govern- | Taxation. | to total 
30th. and Other. ments. | | Taxation. 
Excise. | 
£ £ £ | £ | 
1910 11,593 — 4,115 15,708 | 75 
1913 15,553 1,565 5,065 22,183 70 
1916 16,934 6,599 8,142 | 31,675 53 
1920 21,574 20,273 14,292 | 56,139 38 
1921 31,810 20,617 18,204 | 70,631 44 
1922 27,630 22,048 17,848 67,526 41 
1923 32,872 17,013 18,740 | 68,625 48 











N.B.—As already indicated, the proportions given in the last column are 
not to be regarded as indicating the relative importance of direct and indirect 
taxation. ‘Taking the year 1922-23, income and probate taxes yielded 
£26,182,060 (see Table I1). This leaves a total of £9,569,000 for land tax, other 
stamp duties, licences and all other taxes. Assuming half of this to be direct 
taxation, the direct taxes would amount to approximately £31,000,000, or 
44 per cent. of the total, and not 48 per cent. as might be assumed from the 
above table if customs and excise be regarded as the only form of indirect 
taxation, as is frequently the case in public discussion in Australia, 
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An encouraging feature of this table is the general decline 
of the proportion of taxation through customs and excise. But 
the high tariff of 1920 and the slight reductions in Commonwealth 
income tax recently is having the effect of increasing this 
proportion again. 

The relatively lower yield of indirect taxation indicated 
by this table is in line with developments elsewhere and in 
keeping with recent thought on taxation. 

As noted above, the Commonwealth levies probate duties, 
land and income tax, entertainments tax and war profits tax. 
Land and income taxes and probate or succession duties } and 
stamp duties are levied in all the States. In addition there are 
various licences and fees through which considerable revenue is 
obtained. The following table shows the amount raised by these 
taxes for the year ending June 30th, 1923: 


TABLE II. 


Taxation (other than Customs and Excise) in Commonwealth and 
States, 1922-23. 


(Figures in thousands.) 





Taxation. C’wealth. | N.S.W.| Vic. | Q’land.| S.A. | W.A.| Tas. | Total. 





Probate and Suc- £ £ £ 3 £ £ £ £ 
cession Duties 1,173 1,175 697 257 | 205 46 57 | 3,610 


Other Stamp 








Duties —_— 1,462 | 1,118 354 | 397 | 173 | 166 | 3,670 
Land Sens 2,019 3 393 418 | 197 80 97 | 3,207 
Income . . . 12,905 4,196 |1,514 | 2,150 | 903 | 579 | 325 | 22,572 
Licences. . . — 240 335 99 43 55 23 795 
Other Taxes. . 917 723 19 54 a 54 60 | 1,898 


























This table shows that there are many differences in the 
taxation systems of the several taxing authorities. The varying 
emphasis given to the different taxes is due partly to the financial 
condition of the State (principally the burden of debt and the 
yield of public works) and partly to considerations of general 
policy. Some States have levied heavy land taxes or sought to 
obtain a large proportion of estates passing at death, whilst 
others prefer the income tax. Some, eg. Queensland, have 
imposed a heavy burden on the upper classes, and others have 
relied as in Tasmania, mainly upon those of moderate incomes. 


1 In Queensland both are levied, in South Australia succession duties only, 
and in all other States probate duties. 
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Social purpose has entered largely into Budget policy, and the 
States have sought to a greater or less extent to promote a more 
equal distribution of wealth or to break up land monopoly and 
promote settlement. Some Governments have attempted to use 
taxation as an instrument of social change, while others have 
been content to adopt the line of least resistance. In this way 
a great diversity has arisen, making very difficult any attempt 
to promote uniformity.° Further complications arise owing to 
the varying necessities of the States. Space does not permit an 
examination of the geographic, economic and social factors that 
affect financial policy, but the conditions are by no means alike 
in all six States. Victoria, for instance, thanks to its relatively 
low debt, its land legislation, the more closely settled nature of 
its territory, the greater profits of its public works, and a long- 
standing tradition of careful and cautious finance, is able to 
“balance the ledger’ with a comparatively small income tax. 
Western Australia, on the other hand, has an accumulated deficit 
which amounts to over £6,000,000, against which there is a sink- 
ing fund of nearly £9,000,000. Table III gives an interesting 
comparison of the sources of revenue and expenditure and debt 
in the several States. 


TABLE III. 


Percentage of Revenue raised by Taxation and Public Works, 
Debt per Head, and Percentage of Expenditure upon Debt 
Charges, 1922-3. 

















Percentage of Debt Charges. 
Total Revenue. Debt en _—-— 
State. per head | Percentage 
2 - wr | (30/6/23). | Per head. | of Total 
Taxation. | Public Works. | Expenditure. 
Per cent. Per cent. £ E. 8. ds | 
NSW. . 22 63 84 3 17 #5 24 
Victoria . 19 59 75 3.12 5 27 
Queensland 26 45 112 4 ll 1 28 
SA. «fs 22 60 122 4 15 ll 29 
Wea «. « 14 56 170 7 10° 3] 34 
Tasmania . 34 40 103 4 3 0} 37 
All States . 21 58 9 |4 4 4 27 














This table shows the varying yields of taxation and public 
works, and the great differences in the debt charges in the 
different States. Such divergencies increase the complexity of 

No. 135.—vou. XxXIVv. DD 
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the problem already depicted in the statistics quoted in Table II 
above. But this may be more fully shown by a comparison of 
the yield per head of various taxes as under : 


TABLE IV. 


Yield per Head of Taxes in the States and Commonwealth, 1922-23. 


























Probate and Total 
State. Income Tax. | Land Tax. | Succession T; ee 

Duties. axation. 

£ 8 d. 5. Bi. -o@ cB id: & 8. @. 

New South Wales 1 a8: 38 aoa 10 10 | 3 11 10 
WHOHOIGA.. sk Ce 19 1 4 ll 8 10 2 tt @ 
Queensland 2 4 6 0 67 6 6 4 4 6 
South Australia : 5: 7 #9 8 0 3 10 10 
West Australia l is 9 4 8 2 8 2 W 6 
Tasmania 1 2): <8 8 1 oo 2 a” 26-56? 
Commonwealth . .| 2 5 10 7 2 42/817 1 
General Average . . | 4 0 2 ll 5 12 10/12 3 8 





It is not to be assumed that the figures in the last column 
indicate the relative tax burdens of the several States. This 
aspect of the problem has come into prominence recently owing 
to the appeal of Tasmania for further assistance from the Com- 
monwealth Government. With State taxation at £2 9s. Od. 
(now £3 1s. 19d.) per head compared with an Australian average 
of £3 5s. 11d., it might appear that Tasmania had a weak case, 
but investigations carried out by the Government statistician 
for Tasmania (Mr. L. F. Giblin) have shown that the tax-paying 
capacities of the States differ greatly.2 Using the information 
available in the Federal and State Income Tax Returns and the 
Census of Wealth and Income, 1915, Mr. Giblin has computed 
an index of taxable capacity. The most valuable data for this 
purpose were found to be the assessments of the Federal income 
tax, which, operating uniformly in all the States, gives a direct 
measure of tax-paying capacity for an income tax which in its 
graduation is fairly typical of the Australian State income taxes. 


1 Tasmania taxes a licensed lottery, most of the investments in which come 
from outside of Tasmania. It is computed that 18s. per head is derived in this 
way, and hence the Tasmanian taxation per head should be £2 8s. 6d. This is 
the lowest of the States, but increases in taxation in Tasmania estimated at 
13s. 4d. per head have been imposed recently. 

2 Pamphlet on “ The Taxable Capacity of Australian States.” 
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Working on this basis Mr. Giblin arrives at the following striking 
results : 


TABLE V. 


Severity of Taxation in the States. 





























Index of Tax- Severity of 
Tax per head - ~ . ~ ry 

paying Capacit Taxation, 

State. a (1919-29), | A x 1000 

B. B ? 
a a. ai te 
New South Wales... 71 10 1006 7k 66 
WIOUMI eos tC 51 2 1158 44 2 
Queensland. . .. . 84 0 789 106 «6 
South Australia eames 71 0 1075 66 1 
West Australia. . . . 57 6 867 66 4 
TAMIAGTAA =. « ss 49 81 588 84 5 
SixStates . . . . . 65 11 1000 | 65 11 





These results show very clearly how unevenly the burden 
of taxation is distributed and emphasise the great difficulties of 
promoting uniformity in State taxation or arranging a general 
scheme for the delimitation of spheres of taxation between State 
and Federal authority. Owing to the varying burdens of taxa- 
tion any proposal, while otfe.ing relief to some States, will create 
hardships for others and the pressing financial necds of most 
States are at present an insurmountable obstacle to uniformity. 


III. Harmonisation of Commonwealth and State Taxation 


The most pressing and in some respects the most difficult 
question with which the Royal Commission had to deal was 
the delimitation of spheres of taxation by State and Federal 
authority. As noted above, much consideration had been given 
to this problem by the respective Governments. In Conferences 
from 1916 onwards consideration was given to the possibility 
of uniform returns, but this proved extremely difficult under the 
varying rates and scope of the taxes. In 1918, however, the 
taxation officers thought some scheme possible provided that a 


1 Excluding lottery tax, the burden of which is distributed over all Australia. 
The recent increases in taxation make this figure approximately 61s. 10d. and the 
corresponding figure in the last column would then be 105s. 2d. (Pamphlet, 
pp. 12, 15). The difference between the figures in Column A and those in the 
last column of Table IV are due to taking the mean population for the former 
and the population at December 3Ist for the latter. For the purpose of esti- 
mating taxable capacity, mean population is necessary for Tasmania, which 
has a large tourist immigration in December. 

DD 2 











394 THE ECONOMIC JOURNAL [SEPT. 


uniform income year and greater similarity in rates, deductions, 
etc., were adopted. It was proposed in 1919 to set up a single 
taxing authority, but opinion was divided on the question of 
control, some thinking that the rights of the States would be 
infringed. Later, in 1920, the Commonwealth Treasurer offered 
to collect the whole of the direct taxation at one-third of the 
cost at the time. Here again the States held back on the ground 
that their fiscal freedom would be restricted. The only real 
advance made in the matter was an agreement arrived at between 
the Commonwealth and West Australian Governments whereby 
the former was to collect land, income and totalisator tax at 
one-third of the previous cost. Under the agreement the State 
Commissioner was to be responsible for the administration of the 
State laws, but all other officers were to be under Federal 
authority. The State Government was to be free to levy taxa- 
tion as it pleased. Hence there would be two taxation acts though 
one collecting authority. Moreover, the arrangement undoubtedly 
strengthened the hands of the Commonwealth authorities. The 
Under-Treasurer of West Australia gave his opinion that the 
agreement was not ‘an amalgamation but an absorption, a 
surrender by the States of valuable rights and executive power.” } 
This may be an exaggeration, but it sums up the attitude of 
those who stand by the rights of the States. They are to a 
large extent the property owners, business and commercial men 
and the opponents generally of the Labour Party, which works 
consistently for greater Federal authority. Everybody is agreed 
that there should be uniformity in taxation, one collecting 
authority for any one tax and a uniform return. But every 
proposal has broken down on the question of control. The 
Royal Commission rejected the West Australian agreement and 
passed over any form of joint collection as a permanent solution 
of the problem. ‘“‘ Only by a delimitation of spheres or allocation 
of subjects of taxation between the Commonwealth and the 
States can an ordered and satisfactory system of taxation be 
brought about in Australia” (Sec. 240). Exclusive power of 
taxation by the States was objected to on the ground that 
‘“‘ where any authority is receiving revenue it should be charged 
with the responsibility of determining the nature and incidence 
of the taxation” (Sec. 232). This is obviously sound, and 
federation would have been impossible without a recognition 
of this principle. But the Minority Commissioner on this point 
rather ignores this fundamental fact and proposes that the States 


1 Report of Royal Commission on Taxation, p. 74. 
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should collect and levy direct taxation paying a per capita sum 
to the Commonwealth. Clearly the varying taxable capacity 
of the States renders such a scheme inequitable. Tasmania and 
West Australia would find it specially burdensome, and it would 
only serve to emphasise greatly the present diversity of taxes, 
rates, deductions,! etc. _ 

In favouring delimitation of spheres the Majority Commis- 
sioners were faced with a difficulty. Following Seligman and 
other authorities, they favoured income tax as the exclusive 
right of the Commonwealth. The soundness of this conclusion 
will become increasingly clear as the volume of inter-state trade 
increases. At present only 2 per cent. of the taxpayers have 
incomes derived from more than one State.2, The proportion of 
tax paid by these taxpayers was about 25 per cent. of the total 
for the years 1921-2 and 1922-3, and they would benefit greatly 
if income tax became the sole preserve of the States, their incomes 
being taxed in the State of earning. The problem is complicated 
by the inclusion of company tax, which must, more than personal 
income tax, be a Federal matter. Unfortunately, however, the 
States received £9,668,000 (1922-3) in income tax, while the total 
direct taxation other than income tax levied by the Common- 
wealth amounted to £4,108,000 only. Thus the States would 
lose some 5} millions. They would be deprived of one of the 
most fruitful sources of revenue and their fiscal powers seriously 
impaired. Probate and succession duties, land taxes, amuse- 
ment taxes and various licences being imposed for social as well 
as fiscal purposes should rightly be the province of the States. 
The States are responsible for land legislation, education, indus- 
trial legislation to a large extent, and general social control, 
and they should be able to use their fiscal powers in support 
of their general policy. But there will be some surrender of 
State rights in the proposal. The Commission suggests the above 
division of direct taxation as the ultimate solution. For the 


1 An interesting constitutional point arises in connection with this proposal 
for a per capita contribution by the States. The Constitution provides that 
there shall be no discrimination in taxation between States and parts of a State 
(Art. 51). Surely a tax per head would in effect be discrimination, and for 
Tasmania very drastic discrimination. That State would pay almost double 
the amount now paid in Federal income tax. Conversely the per capita con- 
tribution is in effect discrimination in favour of Tasmania. This consideration 
is a serious argument against a proposal for per capita contributions by the 
States, though it would doubtless be regarded as permissible under the Con- 
stitution. 

2 Report of Royal Commission, p. 125K. 

3 Assuming that the collection of income tax by the Central Federal office is 
confined to such taxpayers. 
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immediate future it recommends (i) that all direct taxation but 
income tax be surrendered by the Commonwealth, (ii) that 
income tax be levied by both State and Federal authority on the 
basis of a uniform Act, (iii) that the Commonwealth be the 
collecting and administrative authority for income tax, (iv) that 
the Commonwealth retain the whole of the revenue from customs 
and excise, ceasing to pay the per capita sum of 25s. per head 
to each State, and (v) that during the early years of the scheme 
the Commonwealth should make such contributions to any 
State as may be necessary to adjust the finances of the State to 
the new conditions. 

To anyone viewing the growth of Federal power during the 
war some such scheme seemed inevitable. The present Federal 
Government, however, has worked more or less in the opposite 
direction. Early in 1923 it proposed to cease taxation of incomes 
of under £2000, giving over this field exclusively to the States. 
At the same time the per capita payments would cease and the 
States were to surrender their right to interest on properties 
transferred to the Commonwealth at the time of federation. 
It was pointed out that the burden of war charges prevented 
for the time being an entire abandonment of the field of direct 
taxation by the Commonwealth, but at some future time such a 
course might be possible.t To this the States replied that the 
Commonwealth should retire from the field of income taxation 
and receive from the States, which would forgo their per capita 
payments, such a sum as might be required to mect any deficiency 
in the Federal revenue. After much debate the Commonwealth 
modified its original scheme by agreeing to abandon all income 
tax except that upon companies at a flat rate of 2s. 6d. provided 
that “‘ the States would evacuate the field of company taxation 
to the extent necessary to enable the Commonwealth tax to be 
put on without increasing the total tax payable by companies.” 2 
Each State was to be at least £100,000 to the good on this proposal, 
even if the Commonwealth had to make special contributions. 
This appeared a very good proposition from the point of view 
of the States, but certain obstacles prevented its immediate 
adoption: (i) the statistics of the amount of Federal income 
tax collected in the States proved to be incorrect; (ii) there 
was no means of estimating the loss to revenue caused by taxing 
individuals separately on their earnings in each State; (iii) there 
was the probability of an increase in rates because of this loss 
and the fear that recipients of large incomes might escape; and 


1 Proceedings of Conference of Commonwealth and State Ministers, 1923, p. 4. 
* Proceedings of Conference (Statement by Prime Minister), pp. 25-6. 
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(iv) some of the States were unwilling to meet the Commonwealth 
on the question of company taxation. New South Wales in 
particular stood out, though other States were generally 
sympathetic. Finally, the whole question was dropped until 
the figures for 1922-3 should become available. It is difficult 
to see how this can prove a satisfactory solution. It is opposed 
to the declared policy: of the Labour Party, whose leader has 
intimated that he would not necessarily retain it, should Labour 
come into office. It will certainly weaken the powers of the 
Federal Government, which has generally taxed the wealthy at 
greater rates than have the States. There is no real solution 
of the problem of uniformity; both authorities continue to levy 
land, probate and succession duties, and the income taxes will 
differ greatly in the States. A revision of the Federal Constitu- 
tion is long overdue, and if it should result in strengthening the 
hands of the Federal Government, this surrender of taxing 
authority will almost certainly be revoked eventually. 

Having failed for 1923 in its attempt at a reconstruction of 
the taxation system, the Federal Government turned to the 
question of income tax collection. It has now entered into an 
agreement with the State Governments whereby they will collect 
the Federal income tax, and a uniform return has been issued. 
Both assessments will be issued at the one time and the taxpayer 
will be relieved of the expense of the double returns and pay- 
ments. Each Government is free to make its own taxation 
laws, but the hope is expressed that there will be a tendency 
towards uniformity. The most likely way of achieving this is 
by the States agreeing to the provisions of the Federal Act, 
but as administration is in the hands of the States there will 
be a tendency for the individual States to press the Federal 
Government to modify its law in their favour. It is generally 
admitted that the Federal taxation department was efficiently 
organised and that it offered more protection to the revenue 
than the State departments. In view of this and of the inevit- 
able centripetal developments of Federal Government, this 
agreement would appear to be a step backward. The Federal 
taxation department still collects company land and amusement 
taxes and probate duties, and it would be a comparatively 
simple matter for any Government favouring the collection of 
income tax by Federal authority to restore the powers of the 


department in this respect. 
D. B. CopLanp 


The University of Tasmania, 
April 24th, 1924. 











THE FINAL REPORT OF THE AGRICULTURAL 
TRIBUNAL OF INVESTIGATION 


THE state of British agriculture has been investigated on 
numerous occasions during the last hundred years, by means of 
Royal Commissions, Public Inquiries, Select Committees and 
other variously styled bodies. 1822 saw the findings of an 
“Inquiry into Agricultural Distress”; 1922 witnessed the 
appointment of this ‘ Tribunal of Investigation.” The inter- 
vening periods of depression are punctuated by the Reports of 
1833, 1882, 1894 and 1919. To what degree the circumstances 
of 1922 resembled (economically, politically or climatically) 
those dominant in 1822 and in the succeeding “ bad times ”’ 
is arguable, but it will be agreed on all sides that the latest 
method of inquiry registered a considerable advance in the 
means of approaching the problem. A body of three economists, 
sitting with an Agricultural Assessor, must necessarily be swifter 
in its work and freer in its methods than is permissible for a 
fully constituted Commission representative of numerous interests, 
but the Tribunal resembles its predecessors in one respect—it 
has produced the familiar result of a majority and a minority 
Report. 

It is important to recall the terms of reference prescribed 
this body, which were as follows: “To inquire into the methods 
which have been adopted in other countries during the last 
fifty years to increase the prosperity of agriculture and to secure 
the fullest possible use of the land for the production of food 
and the employment of labour at a living wage, and to advise 
as to the methods by which these results can be achieved in 
this country.” Here, admittedly, was set a somewhat different 
task from any previously undertaken, but, nevertheless, when 
reading through the first part of the Report, the feeling is apt 
to arise that too little cognisance has been taken of the past 
history of agriculture in this country, and that the majority of 
the members of the Tribunal, in common with the bodies above 
referred to, were so obsessed with the apparently critical con- 
dition of the industry at the commencement of their inquiry, 
that they failed to discount transitory influences. Indeed, 
certain paragraphs in the Report itself, as well as in the two 
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Interim Reports, might have been extracted, word for word, 
from the gloomy, but unfulfilled, prognostications of any of the 
nineteenth-century Commissions. 

Since three out of its four members specifically state that 
they still “adhere to the recommendations contained in the 
First and Second Interim Reports,” the policy advocated by 
these members in their final Report cannot be dissevered from 
their earlier recommendations, and a preliminary review of the 
latter must therefore precede any comments on the contents of 
the main volume. 

It was surprising, last year, to find what might not unfairly 
be described as “‘ panic ’’ measures advocated to arrest, or cireum- 
vent, phenomena which past experience could have shown to be 
recurrent and short-lived. The most remarkable instance of 
this policy was contained in the Tribunal’s suggestions in con- 
nection with the potato industry. It appears to have been 
misled by the combination of a large acreage and an above- 
average rate of yield into assuming that growers could not 
weather a few months of the resulting low prices; accordingly, 
in order to counter the supposed influence of a small Low 
Countries exportation, it recommended that potatoes should 
only enter the country under general licence of the Board of 
Trade. Next season witnessed the natural and anticipated 
reduction in area (95,000 acres, or 17 per cent., in England and 
Wales alone), and, within eight months, the price-index had 
risen from 72 to 191 (1911-13= 100). Again, it will be re- 
membered that the proposed ten shilling duty on malting barley 
led to the discovery that Trade agreements stood in the way of 
another uncalled-for and involved piece of legislation, the mere 
suggestion of which was sufficient to cause most misleading 
statements to be put about as to the quantity of barley alleged 
to have been sown in anticipation of this measure.} 

The recommendations in regard to wheat offals and hops 
were doubtful expedients, the first of which would have proved 
extremely difficult to put into execution. Lastly, it is unneces- 
sary to enter into details of the far-reaching scheme put forward 
a short time later for subsidising arable land in general and 
the wheat area in particular, for the administrative difficulties 
would have been almost insuperable, while the supplementary 
legislation called for would have been both far-reaching and 
hampering. The cumulative evidence points to a desire to 


1 The proposals in connection with malting barley, hops, and wheat offals 
were not endorsed by Professor Macgregor, who also made an important reserva- 
tion in the case of the arable subsidy, 
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promote immediate State intervention, when closer study might 
have suggested that history would once more repeat itself. It 
may be observed that the price-level of agricultural commodities 
stood at 159 when the Tribunal was appointed, and a year later 
was only three points lower; that agricultural land had, during 
its deliberations, been relieved, once more, of half its burden 
under the head of rates; that farmers’ other outgoings had 
markedly declined; and, finally, that farms, even in East Anglia, 
were maintaining their value, and prospective tenants were 
numerous and insistent. In brief, it might be claimed that the 
recovery of British agriculture (not excluding that practised in 
arable districts) was already proceeding upon normal lines and 
in a form which might have been recognised during the early 
life-time of the Tribunal. Instead, there emanated from it those 
two hastily compiled Interim Reports, the recollection of which 
is apt to militate against the undoubted weight and value of its 
later, and fully weighed, findings. 

The Final Report, although by a majority it persists in char- 
acterising the situation in May 1924 as “ the present emergency,” 
makes certain additional recommendations (several of which 
had been included in the Interim findings) which, it rightly 
affirms, would, if put into execution, ‘‘ only produce their effects 
gradually and cumulatively over a considerable period of time.” 
Among these will be found the re-establishment of District, 
but not centrally-controlled, Wages Boards; the provision of 
better credit facilities; the encouragement of agricultural co- 
operation; the downward revision of railway rates; the granting 
of increased funds for research purposes; the augmentation of 
State small-holdings; a fuller utilisation of education. The fact 
that the majority of these proposals can be found enshrined in 
the Reports of the previous Commissions, in no way detracts 
from their value; some had been given partial effect to before 
the existence of the Tribunal, others have been, or are being, 
legislated for as a direct result of its labours. 

Before discussing in greater detail the separate portions of 
the Final Report, it may be advisable to estimate the reception 
which, in its entirety, the policy of the Tribunal, thus revealed, 
will receive from different classes of the community. Farmers, 
who are naturally the most interested persons, after welcoming 
the appearance of the Interim Reports, with their suggestions of 
substantial direct and indirect pecuniary assistance, considered 
themselves aggrieved by the failure to carry out the latter, and 
will remain, as always, professedly indifferent towards the more 
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circuitous methods of help subsequently put forward; they are 
frankly hostile to the formation of Wages Boards. In this 
connection, as evidence of the uncompromising attitude so often 
adopted, it is perhaps not unfair to quote the recent reply of a 
farmer to the question, ‘‘ What do you wish the State to do for 
agriculture?’’ He answered, “‘D—n well leave it alone!” 
The majority of economists, after deprecating the introduction 
of either of the two major alternatives—the proposed subsidy 
or the hinted-at Protection—will endorse the expenditure fore- 
shadowed from National funds to complete, during the next 
decade or two, a recovery already well in evidence; some form 
of wage-control they will consider to be not only justified, but 
called for. Politicians of almost every shade of opinion will 
claim that their individual panaceas, with the one exception of 
land nationalisation, have been vindicated. The urban tax- 
payer and rate-payer, after digesting the Report, will consider 
that, while matters would have been far worse from his stand- 
point if its recommendations had been adopted in full, yet quite 
sufficient outlay has been ear-marked for an industry which, 
in the course of three generations, he has come to regard as of 
secondary importance to himself. As ever, therefore, where 
British agriculture is concerned, there can be looked for no 
unanimity of opinion. 

The Report itself must, from its nature, be divided into 
sections and discussed piecemeal. The first quarter is devoted 
to the findings of the Chairman, Sir William Ashley, Professor 
W. G. S. Adams, and the Assessor, Mr. C. S. Orwin; next follows 
a slightly larger individual report from Professor D. H. Macgregor, 
while the remainder of the volume is occupied by six extremely 
valuable memoranda from the pen of the Chairman and two 
from that of the Assessor, together with sixteen official, or semi- 
official, appendices containing historical and statistical data, in 
the main confined to foreign countries. The terms of reference 
imposed upon the Tribunal must be borne carefully in mind 
when analysing the two divergent reports of its members. Sir 
W. Ashley and Professor Adams, together with Mr. Orwin, in 
effect endorse the implications contained in these terms; Pro- 
fessor Macgregor obviously does not. The former trio accept 
the lead offered them, and emphasise the lessons to be drawn 
from the methods employed and the output secured by British 
and Continental farmers respectively, clearly holding that in- 
creased home production of wheat, and the corollary employment 
of more workers, is not only desirable but essential. They aver 
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that, short of some form of “ Protection,” nothing but the 
extension of arable dairying and stock-farming can maintain 
the tilled area of the country, and that, “‘if such experiments 
[i.e. arable dairying] are not carried out, or do not demonstrate 
the financial feasibility of the new methods, Great Britain must 
be content to see its agriculture dwindle greatly in all those 
respects which promote food production and employment on the 
land, or else it must resort to measures which will be essentially 
protective in character by whatever name they are called.” 
Again, they “are clear that if the nation wishes to take steps 
which offer a reasonable chance of staying the present decline 
in the arable area, such measures as we have suggested in our 
Interim Reports are the best means of preventing the immediate 
conversion of land from tillage to grass.”” Yet the decline had, 
by June 1923, only reduced the arable land, even in England 
and Wales, to a figure, which, in the words of an official state- 
ment of the Ministry of Agriculture (Agricultural Statistics, 
1923, Pt. I. p. 5), “was still in excess of the ploughed area 
returned in 1913 and 1914.” 

Again, these signatories hold that the productivity of British 
agriculture is smaller now than it was in 1870, and proceed to 
lay stress upon the strides made in the meantime by certain 
foreign countries. Granted that, since the former date, the 
area under the plough and the number of workers have both 
seriously declined, yet in the case of every crop for which figures 
have (since 1885) been recorded there is a heavier yield per acre 
at the present time. The point to stress is, surely, the former 
backwardness of those other countries at the time when, in the 
words of the Report itself, ‘‘ British agriculture stood in the 
forefront as the most efficient and productive system of agri- 
culture in any country.” What has the passage of these fifty 
years seen? It has seen the methods of British farmers eagerly 
copied by half the continent of Europe, it has seen these same 
men—despite ever-increasing overseas competition—improving 
their technique and even enhancing their great reputation as 
raisers of crops and producers of meat; their head of cattle has 
increased; they have added to their equipment fruit, vegetable, 
glass and market-gardening, and they have built up a world- 
wide demand for their pedigree stock. Moreover, they have 
consistently paid their employees higher nominal and real wages 
than have those with whom their methods are compared. It 
would be opportune to draw attention to the dissimilarity between 
the standards of living attained among the rural dwellers here 
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and abroad, did not the members agree that “the lot of many 
small-holders in foreign countries is one of considerable hard- 
ship, involving an exiguous return for the labour, and especially 
the family labour, which is put into the holding,” while they 
“do not forget the facts which indicate the superior economic 
[both pre-war and post-war] position of the British agricultural 
wage-labourers in comparison with those of other European 
countries.” While, therefore, the problem presented to them 
of suggesting means whereby ‘a living wage”’ (i.e. increased 
spending power) could be assured to the workers in this country, 
together with a concurrent increase in the output of food, is, in 
effect, represented as solvable by no agreed methods, it is, in 
addition, questionable if this section of the Report does not go 
some way towards modifying the assumptions contained in the 
terms of reference themselves. 

It is not possible to discuss seriatim the very complete and 
authoritative descriptions, to be found in this section, of the 
systems of land-tenure, the incidence of tariffs, the growth of 
the co-operative movement, or the endowment of research and 
education abroad. It is, of course, nowhere claimed that the 
widespread adoption of methods which have proved efficacious 
in other countries, and often at varying periods, would achieve 
similar results here and now. One nation has been compelled 
by a predominating export trade to graft co-operative marketing 
upon arable dairy-farming, another has, for military and semi- 
political reasons, maintained its arable area by means of tariffs. 
Neither compelling factor is present in this country. There are, 
however, other directions in which State assistance has been 
rendered abroad, and in connection with which the recom- 
mendations of the Chairman and his confréres will be widely 
acceptable. The importance they attach to education, using 
that word in its widest sense, will be seen when it is stated that, 
out of the forty-four separate recommendations contained in 
this part of the Report, no less than twenty-five are concerned 
with the means of organising the farmer and of improving his 
knowledge, not only of the industry itself, but also of its 
surroundings. 

The expenditure of large sums of money in research and in 
organisation is apt to be cavilled at by farmers themselves, but 
it is perhaps the most efficacious of those “‘ long-term causes,” 
whose results always seem slow in appearing. But the labours 
of the early “ Improvers,’’ and afterwards of the first scientists 
who approached the many problems connected with crop and 
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animal husbandry, appeared to make little progress decade by 
decade, and even at the present time none would claim that the 
work of the laboratory is immediately reflected in the fields. 
If, therefore, modern agricultural education embraces the appoint- 
ment of new classes of officials, the setting up of Farm Institutes 
for the benefit of workers’ sons, the provision of free book- 
keeping, and the utilising of propaganda in favour of co-operation 
and improved marketing methods, it is none the less likely to 
bear fruit in the passage of time. An adequate return for present 
expenditure will be reaped if the coming generations of farmers 
possess some economic knowledge in addition to the “ scientific ” 
learning transmitted to them from their forbears, and if their 
labourers have had the benefit of specialised instruction after 
leaving school. If farmers themselves were consulted in regard 
to the appointment of such persons as County Organisers, they 
would probably make one suggestion, which is that the right 
place for these officials is in the fields rather than in the lecture- 
room. They claim that they are always willing to learn indi- 
vidually, but not collectively. It must be admitted that there 
is much to be said for this point of view, when discussing the 
duties of a new, but highly successful, type of worker. 

An unexpected proposal, but one of considerable potential 
value in connection with land-tenure, is that the “‘ Evesham 
Custom ”’ should be investigated with a view to its possible 
extension to all agricultural tenancies. This system, at present 
confined to a restricted area and to a special type of farming, 
has much to commend it, since it virtually places in the hands 
of the outgoing tenant the selection of his successor, and secures 
to him compensation for his improvements through his own 
negotiations. Neglecting the larger issues involved, one possible 
objection against its general adoption might be that it would 
involve the risk of too many farms changing hands without 
sufficient publicity, and that there might accordingly be less 
opportunity for new-comers to enter a district. No doubt this 
risk would be extremely small, but it is one the exact magnitude 
of which a Committee of Inquiry could easily assess. 

The findings of Professor D. H. Macgregor will probably 
commend themselves to the majority of agricultural economists. 
He clearly considers that there is little occasion for alarm in 
regard to the state of British agriculture, per se, and would 
appear to agree that, in its practices, as well as in the amenities 
it provides, it can bear favourable comparison with other countries. 
Grounds of national defence are the only ones upon which he 
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would discuss the advisability of increasing artificially our out- 
put, and, even here, he recommends deferring a decision by our 
military advisers until ‘‘ the international future is more clear, 
national finance less strained and the post-war settlement is 
more complete.” The possibility of a fresh decline in the arable 
area and in the number of farm workers he is prepared to weigh 
against an annual cost equivalent to that of a battleship, and it 
is clear that, personally, he thinks the expenditure unnecessary. 
He refers with satisfaction to our passage through the years 
1914-18, when the size and basis of our pre-war agriculture was 
put to the test, and emerged satisfactorily. He might, indeed, 
have dilated upon the fact that, as a result of unprecedented 
efforts, our output of wheat was only increased from one-fifth 
to barely one-third of our total requirements, while the pro- 
portion of imported supplies lost by enemy action was (with the 
exception of one comparatively brief period) unexpectedly low, 
and further that, almost alone among the belligerent nations, we 
escaped the rationing of breadstufis. 

It would, however, be unfair to suggest that a policy of 
laissez-faire is put forward for British agriculture by Professor 
Macgregor. He definitely favours the continued creation of 
State-supplied small-holdings, the encouragement of afforesta- 
tion, and the formation of Wages Boards, endorses the findings 
of his associates with reference to organisation, finance and 
transport, and, in fact, supports the numerous long-term methods 
of assistance previously referred to—it is indeed announced in 
the beginning of the Report that, in this respect, the two portions 
are “largely supplementary one of the other.” 

It is when he is dealing with such questions as the size and 
economics of holdings, the use and remuneration of man-power 
and, again, when he is stepping upon such proverbially dangerous 
ground as the international comparison of agricultural systems, 
that the extreme value of his Report stands out. He approaches 
these problems with an open mind, hears, in effect, the customary 
ex parte statements, and presents his findings based on impeccable 
statistical and historical foundations. 

Perhaps the most striking commentary upon this minority 
Report, is to quote in full one of its concluding paragraphs (No. 
287), which runs as follows: ‘“‘ The facts do not show that there 
is ground for depreciation of British agriculture as a whole. It 
pays wages that are high as compared with those in other Euro- 
pean countries; the yield of the area which is under the chief 
crops compares favourably with that of the areas under the same 
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crops abroad; while the actual decline of the agricultural popu- 
lation, as tested by male persons employed, has not over the 
whole length of our period of reference been so startling as is 
often supposed, or so rapid as that of other important European 
countries. Farmers are not responsible for the natural conditions 
or the national policies which have affected the form of cultivation 
that is most profitable ; subject to the conditions, the cultivation 
of the land in Britain cannot be described as inefficient. Con- 
sidered as a craft, British farming has in its time taught a great 
deal to other countries; considered as an industrial organisaticn, 
it may now learn something in turn.” If the above paragraph 
is placed beside the terms of reference, it becomes difficult to 
reconcile the two statements; certainly the words of Professor 
Macgregor do not suffer in the process. 

When the monographs and appendices are turned to, a mine 
of not otherwise easily accessible material is found. As of out- 
standing importance must be mentioned three ‘‘ Considerations ” 
(National Defence, National Health, Economic Stability), by 
Sir W. Ashley, and two admirable notes on “ Tillage” by Sir 
T. H. Middleton. The Chairman is again responsible for lengthy 
descriptions of Danish, German and French agricultural practices, 
and Mr. Orwin contributes a brief account of the present-day 
relationship between landlord and tenant, which no doubt 
turned the attention of the Tribunal towards the Evesham 
Custom as a means of achieving ‘“‘ dual ownership.” In another 
contribution, entitled ‘‘The Position of English Agriculture,” 
Mr. Orwin is less convincing, for he accompanies a description 
of the nineteenth-century decline in arable farming with diagrams 
illustrative of the area of crops and numbers of live-stock in 
three selected Counties (Derby, Notts and Leicester), which 
carry the story up to 1913. If he had added comparative figures 
for 1923, he would have found that his conclusions were no 
longer fully justified, since all the County areas under the plough 
as well as those of almost all the individual arable crops are 
now above the level of 1913. The wheat acreages in 1923 varied 
from twenty-four per cent. up to fifty per cent. larger; the com- 
bined root acreage was superior; so, to a greater degree, was 
that devoted to potatoes; the numbers of cattle had increased, 
and of pigs there were, in one instance, half as many again; 
the total tilled area in these three Counties was 28,000 acres 
larger; there was a larger population in the Rural districts in 
1921 than was the case in 1911. Incidentally, as they stand, 
the charts indicate that, even in this particular district, the 
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decline, as elsewhere, had been virtually stayed from about 
the year 1906. 

The catholicity of the remaining appendices will be appreciated 
when it is mentioned that the British Ambassador at Rome is 
responsible for an account of the agricultural policy of Italy, 
that a translation from a report of the Prussian Ministry of 
agriculture deals with farm wages in that country, and that 
land-reform in Czecho-slovakia is treated of by a native. There 
are two tabular statements of the utmost value to students in 
particular and to economists and agriculturists in general: the 
first details the total expenditure on rural education by Local 
authorities and the Central Government, the second enumerates 
(in terms of English weights and money values) the import 
duties in force in 1914 and 1923, respectively, in the United 
Kingdom, the British Dominions and certain foreign countries. 

The labour involved in compiling the final Report must have 
imposed a heavy strain on members of the Tribunal, but they 
will have the satisfaction of knowing that, for many years to 
come, it will be consulted as the most authoritative document 
available whenever matters rural are under discussion among 
politicians, historians, economists and, doubtless, even among 
farmers. If the policy they have advocated is embodied in two 
separate Reports, their whole-hearted interest in the industry is 
reflected throughout both these documents. They have agreed 
on numerous points, and their unanimity will be reflected in the 
condition of British agriculture in years to come. None will 
recriminate because they have found it impossible to agree 
upon the vexed question as to the relative position it should, in 
future, occupy among the activities of the nation. The Tribunal 
has wrought as much, or more, than any of the more cumbrous 
bodies that proceeded it, and it has accomplished its task in a 
fraction of the time occupied by them. What more could be 


asked of it 2 
J. A. VENN 
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INDIVIDUAL AND SOCIAL INTERESTS IN RELATION 
TO SAVING 


A GENERAL survey of economic progress during the last two 
centuries certainly gives the impression that the “ capitalist 
system ”’ of private saving and investing has resulted in benefits 
not only to individuals who saved and invested (and their heirs), 
but also to the non-saving “ proletarians.”” These two centuries, 
however, have been characterised in a marked degree by the 
discovery of new processes, and especially by cheapening of trans- 
port, and such discoveries are not necessarily an accompaniment 
of saving pure and simple. The question whether and how saving 
as such benefits the non-savers cannot be settled merely by this 
kind of observation, therefore. It has to be examined analytically 
and is then seen to be not so very simple a matter when we take 
account of the fact that the saver gets interest and he or his heirs 
may ultimately spend both interest and capital. 

That the process of saving and investing affects the interests 
not only of the individuals who save, and who borrow, but also 
the interests of society in general, has usually been taken for 
granted, and non-socialist writers have ordinarily assumed that 
the process is necessarily beneficial (excluding the case of loans to 
spendthrifts). Marx and other socialist writers have argued in 
the contrary sense. There is still some obscurity about the 
question, and it is hoped that the following discussion may help 
to throw some further light on it. 

A striking passage in Mr. Keynes Economic Consequences of 
the Peace, reviewing the century preceding the war, is as 
follows :— 

“ The railways of the world, which that age built as a monu- 
ment to posterity, were, not less than the pyramids of Egypt, the 
work of labour which was not free to consume in immediate 
enjoyment the full equivalent of its efforts.’ The implication 
seems to be that saving and investing by a limited number of 
individuals somehow imposed an abstention on society as a 
whole, and that not only the capitalists who saved, but their 
workmen also, made present sacrifice for the advantage to be 
obtained in the future. 

Whatever room for quibbling there may be about the word 
*‘ abstention,” it is undeniable that the capitalist who finances 
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the building of a railway is foregoing some present enjoyments 
which he could haye obtained, and in return he gets interest on his 
capital later on. The writer ventures to suggest, however, that 
it would be quite a novel idea to Mill—and to the majority of later 
economists '—to say (as Mr. Keynes evidently implies) that 
saving and investing by the capitalists imposes present abstention 
on the other members of society who do not get any interest later 
on. 

A useful way of approaching the question is to postulate, in 
the first place, a socialist community in which there is no scope 
for private saving. 

Cassel? discusses the theory of interest in a socialist State, 
and shows that under stationary conditions there could be, 
theoretically, no interest, but that if wealth is growing, people 
are necessarily being paid to-day for producing things which will 
not be available at once, and if they spend their current wages 
on buying what is immediately available, the price of available 
utilities must be raised above the cost of production, and the State 
will get interest. In the stationary state also, people are pro- 
ducing to-day things which will not be available until more or 
less distant times in the future, but on the other hand the people 
of to-day are getting the products of the past, and when pro- 
duction is merely replacing what is consumed or worn out, what 
is being received from the past just equals what is being provided 
for the future, and the worker may be said to be getting the exact 
equivalent of what he is producing. In a state of growth, however, 
Cassel does not admit that this can be the case. He says (p. 
117): “ The essence of the matter is this: so long as the com- 
munity already possesses the whole of the capital that it wishes 
to use, it can afford to supply waiting for nothing; but as soon 
as it enters upon an increase of its capital, fresh waiting is needed, 
and this cannot be supplied without a sacrifice on the part of the 
present labourers.”’ 

If the distinguished author means that there is a sudden change 

1 Vide Mill, Book I. ch. vi., in which a very unsuccessful attempt is made 
to discuss this question. As regards more recent treatises on Economics, the 
writer has not been able to find much, if any, attempt to face the question at 
all, but there is some discussion bearing on it in Mr. Henderson’s Supply and 
Demand, e. g. p. 128, where he says: ‘It is the saver who must wait, whose 
consumption must be postponed to perhaps a distant future; but at no time 
does his saving result in a smaller aggregate of consumable goods for other people.”’ 

Robertson, Money, discusses the same question on the supposition that growth 
of wealth is being financed by bank credits, and the implication seems to be (p. 91) 
that the community in general are compelled to make present abstention by an 
increase of prices, and later on they stand to lose again by having to pay interest. 

2 The Nature and Necessity of Interest, ch. vi. 
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from a stationary state to one of growth, the writer would agree, 
but not if we postulate a continuous state of growth which has 
been going on indefinitely in the past and continues at the same 
rate in the future. The economics of the state of growth, it is 
submitted, require further examination. The socialistic State is, 
for theoretical purposes the simplest, and a study of it will throw 
light on the whole question. The conditions which would be 
imposed on the community by a socialist State which provided for 
growth of wealth are not so very different from those which are 
imposed by the actual economic system. 

In general there is growth going on in all directions and people 
being paid now for production of increments of all kinds of 
utilities which will not be available till later. The degree of 
delay between payment of cost and realisation of utility varies 
enormously; also the relative proportion of labour required for 
replacement of what is worn out or consumed on the one hand and 
for increasing the stock on the other hand varies very much, 
according to the length of the productive process and the durability 
in use of the product. It is well recognised that the annual 
production for a year of new houses, whether merely to replace 
those which become obsolete, or to add to the total stock, bears 
a much smaller relation to the stock in existence at any given 
time than is the case with, say, coal or fish. It is also the case, 
that of the labour spent in production of houses, to maintain a 
given rate of growth of the total stock, a much larger proportion 
has to be devoted to increase, as distinct from replacement, than 
is the case with coal or fish, for the same rate of increase of 
available supply. 

If the supply of house-room were to be increased steadily at 
the rate of 2 per cent. per annum, a considerable proportion of the 
building trade production would be occupied in providing the 
increase of the stock of houses. But if the fish-supply were 
similarly to grow at 2 per cent. per annum, it would be approxi- 
mately true to say that at any given time 98 per cent. of the labour 
of fishermen was engaged in replacement of current consumption 
and only 2 per cent. in providing for growth of supply. 

In these complex conditions the first question to be asked is, 
whether theoretically the supply actually available for use at 
each moment of all the various kinds of goods can be made to 
grow without disturbance of price-level. If so, under what 
conditions ? 

One may feel, without any algebraical discussion, that 
theoretically it must be possible, but it helps to clarify thought 
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and to bring out the nature of the conditions if we can get an 
algebraical analysis. 

For this purpose it is necessary to get the problem simplified 
to the point at which algebraical formule can express quantities 
of goods and prices, the amount of saving and of interest accruing 
and the rate of wages earned, under conditions of growth. 

The simplest case of -growing community is that in which 
wealth and population both grow at a uniform rate. The 
hypothesis that the population grows is not essential, but it is 
easiest at first to make that supposition, and to suppose money 
to increase at the same rate, so that the utility of money to the 
average individual is unchanging, if the conditions can be made 
such that relative prices do not alter. 

Most growth is mere multiplication of existing types of goods 
accompanied by growth of population. New inventions have been 
important, it is true, in promoting growth of wealth in the last 
two centuries, but their occurrence is not an essential condition. 
The simplest hypotheses have to be taken first; other conditions 
are best considered as variations from the simplest type. Only 
so can their special effects be disentangled from those which are 
not special to them. 

The simplest hypothesis is that the community is socialistic, 
all production being paid for by a State bank which is, at first, the 
sole capitalist. Producers, however, are paid wages and buy 
goods at the price which adjusts demand and supply. 

We suppose that the producers are paid wages by a State 
bank which is the owner of all products. It does not sell these 
products outright, at any rate in cases where there is appreciable 
durability in use. The wage-earners may be regarded as using 
their wages to hire the current use of all products. Of course in 
the case of things like bread, hiring is the same as buying, but to 
buy with present income an overcoat which will last several 
years is buying future services of the coat and involves some degree 
of saving. The intention, at present, is to eliminate altogether 
individual saving, and the simplest thing is to assume, for 
mathematical purposes, that all income is spent currently in 
hiring. 

Part of production, a considerable part, may consist of personal 
services. This is, however, simply a particular kind of ‘“ pro- 
duction” which, for the most part, falls within the class of 
products of brief durability. 

Calling the various products A,, Az, etc., the hiring price of 
any product, such as A,, is determined by the relation between 
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the amount of it available for immediate use and the amount of 
money which the wage-earners are willing to spend on it. We 
suppose the State bank to act like a commercial producer and 
to adjust supply to demand so that no one kind of production is 
more profitable than another. 

If, however, the State is paying out the same rate of money 
wages all the time to an increasing number of producers and they 
spend those wages at once on hiring what is already available 
for use, there must be, as Cassel points out, an excess of receipts in 
money over what had been previously paid out for production. 
There must be money interest, in fact, and we assume the relative 
quantities of goods in existence to be so adjusted that the demand 
for their hiring will make the rate of interest received the same for 
all goods, and as these quantities are to grow at a uniform rate, 
the relative magnitudes of the stocks available for use at any one 
time remain unaltered. 

It can be shown that the conditions can be fulfilled and a 
uniform level of prices maintained, that the rate of money interest 
would be identical with the rate of growth of physical wealth and 
of money, and the aggregate amount of interest received by the 
State per unit of time would equal the total of increase of money 
needed to finance increase as distinct from merely replacement 
production. 

The rate of interest would not have been due to any perspective 
discounting of the future by individuals or by the State. In fact 
it is implied that the State 1 regards the future, as being of exactly 
the same importance as the present, and production is simply 
arranged on that basis, the rate of interest being determined 
simply by the rate of growth of wealth. 

I have assumed that population was growing at a uniform rate 
and that the growth of wealth was made to conform to that rate. 
If physical conditions permitted, however, wealth could be made 
to grow faster than population, and the rate of interest would 
correspond to the rate of the growth of wealth, if a uniform level 
of prices 2 were maintained by increasing the total money paid out 
as wages at the same rate as available wealth was increased 
(money wages per head being increased in so far as growth of 
wealth exceeded growth of population). 


1 Individuals are assumed to have no opportunity to save money or to buy 
capital values. If we like, however, the assumption can be that they have no 


desire to do so. 
2 But under these conditions demand for different kinds of goods might 
not remain distributed in an unchanged manner, and individual prices might 


vary, of course. 
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It is not my purpose, however, to discuss the theory of interest 
beyond remarking that this is the most elementary view of 
interest, from which a consideration of more complex conditions 
should start, and it may well be called a productivity theory. 

Money interest could be avoided if the State employed always 
a constant amount of money, reducing the rate of wages as 
population grew. Prices- would then fall correspondingly, and 
it can be shown that the State would always receive back exactly 
the amount of money paid out in production for each class of 
goods if production were distributed in exactly the same way as 
in the previous case. 

The main interest lies, however, in comparing the socialistic 
State with one in which individual saving is allowed and takes 
place and in considering what difference this makes. 

We can also go on to consider the difference made if individual 
saving falls systematically short of what would be required to 
finance the increasing production, and also to consider the effect 
of a change in the rate of saving and a change in the rate of growth. 

Before putting the matter in algebraical form, it will make 
things clearer if we take an arithmetical case. Say the quantity 
of shipping in existence in 1900 is 20 million tons, and this is to 
increase at the rate of 2 per cent. per annum, and the 20 million 
tons have come into existence as the result of previous growth at 
this rate. Suppose a ship takes one year to build and lasts twenty 
years. If the 20 million tons had always been maintained in 
existence, without growth, the average age of ships would be 
ten years and the amount falling out of use would be a million 
tons per annum. That would be the rate of production required 
to maintain the stock. Actually, however, in a state of growth, 
the ships existing at any particular moment are not of average 
age ten years, but less than that. Hence the rate of production 
in 1900 which would simply replace the then existing stock as it 
fell out of use would be, at the moment, less than a million tons 
per annum. In addition there has to be production which will 
result in the required rate of increase of the total stock, and the 
total rate of production will consist of what is required for replace- 
ment and what is required for increase. 

If we took coal instead of ships, coal having very brief dura- 
bility in use, there would be very little importance in the different 
ages of the stock existing at any moment and the rate of production 
required merely for replacement would be practically the same as 
if a uniform stock were being maintained. 

Algebraically, however, we simply have differences in the 
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durabilities, and similarly, if we like, differences in the times taken 
for production. 

All engaged in production are producing something which in 
some degree, however small, is only going to furnish the whole 
of its utility at some time in the future, but the wages are paid 
out now and are spent on hiring what is already available for 
use. We require algebraical expressions connecting the quantities 
of goods in existence, the rate of production, rate of money wages 
paid out and prices of goods which can be bought or rather hired. 

For theoretical purposes growth is best treated as continuous 
and similarly interest and discount. Let the quantities of the 
various products in existence at any given time be Pj, Py, etc., 
and the rate of growths per unit of time (i.e. if r = 34, and the unit 
of time is a year, growth is at the rate of 2 per cent. per annum). 
The state of growth is assumed to have been going on uniformly 
for an indefinite period in the past. 

Let the times required for production be m,, mg, etc., and the 
durabilities of the products 7,, v2, etc. units of time, and we may 
assume that none of the n’s or m’s is infinite. 

It is sufficient for present purposes to regard the products as 
produced simply by labour. If, in fact, we had intermediate 
goods, not of direct use, e.g., if P, were required merely for the 
purpose of producing P,, that is essentially the same as if m,, the 
time required for producing P,, were longer than otherwise it 
would be. 

It may be objected, however, that if we look at it that way, 
the time spent in producing any present-day article goes back 
indefinitely into the past. Ships are built with use of materials 
and machinery made by means of previous materials and 
machinery, and so on. Practically, however, we are dealing with 
a series of diminishing fractions as we go backwards in time. Of 
the labour spent 100 years ago in making things which ultimately, 
through a series of processes, assist in building ships this year, a 
very small part only is attributable to this present-day ship. Far 
the greater part of the final utilities which were to be expected 
from the labour of mechanics, etc., in 1824, and which were the 
operative cause of that labour being applied, were enjoyed long 
before the present day. It is legitimate to cut out the small 
fractions of labour of the past and to regard each thing as begin- 
ning to be produced at some definite time. 

It may equally be said of the n’s that things do not last, 
with uniform utility, for an exact length of time. A motor-car, 
for instance, gradually wears out and cost of maintenance 
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gradually increases. It is not like Oliver Wendell Holmes’ 
‘“‘ Wonderful One-Horse Shay,” every part of which had strength 
exactly proportioned to the wear and tear on it, until at last every 
part gave way at the same moment. It is legitimate, however, 
for our present purpose to suppose things to be like the “‘ one-horse 
shay.” 

The unit of product may be taken in each case to be that 
produced by unit of labour, in time m, or mg, etc., respectively. 

Taking the first product, the quantity in existence and in 
use at whatever point of time we chose as zero, is P,, and at time 
2, this quantity is to have increased at a uniform rate, and there- 
fore at time x is to be Pe”, and we have to ascertain the expression 
for the rate of production at time x which will result in rendering 
available for use P,e"**” at time x + 1, and so on. 

If we, at first, regard m,, mg, etc., as small in comparison with 
N4, Ng, etc., the delay between effort and reward due to time spent 
in production is ignored, and we have only to consider the delay 
due to durability of goods when produced. The m’s may then 
be neglected. 

What is being produced in the interval x to x + 1, which 
may be regarded as so small that variation of the rate of pro- 
duction within the interval can be neglected, consists of (1) 
what is required for replacement only, and (2) what is required 
for growth. The latter is simple enough, namely, the fraction r 
of the total existing at 2, 7.e. rP,e”, r of course, being small, 
corresponding with the smallness of the unit of time. (If, for a 


1 yet Bee ols ao 
year, T= 5 for a day it = ae) What is perishing at 


time x or, therefore, what is required for replacement will also be an 
invariable fraction of the total existing at x, since the age-distribu- 
tion of the products existing at different times will not vary. Let 
the fraction be X, which is determined by the following equation. 

The total produced at x perishes at x + 7,, and is therefore 
equal to the replacement part of the production at x + 7. 

*. Pena +r) = AP, 

remr 

ore 

When we take time spent in production as not negligible, but 
equal to m,, mg, etc., for the various products, then what is pro- 
duced at x for increase will not be available (taking the first only 
of the products) until 2+ m,, so that it must then add the 
increment r to the then existing total. The growth production 
at x must therefore be rP,e**™”. 
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All that is produced at x perishes at x + m, + 7, and this 
must be replaced at that date (by what was started, for main- 
tenance only, m, units of time previous to that date, i.e. at x + n,), 
and this will be \ P,e**™*™", and we must have this = (r + 2) 
Pen, 


y= ~~” _ as before. 
emr—] 
» being the fraction of the total existing at any time which is 
perishing at that time. 
The total rate of production at time x consists, therefore, of 


, r , P 
rP,e**™" for increase, and Ppa P,e**™' for maintenance, or a 


et +m +ny)r 

total of PS r 
It may be noted that in the case of perishable goods, or, in 
fact, any goods not of considerable durability, n,r is very small, and 


re 
the expression for the maintenance production, —~ ~ se 


approximates simply to- = 1e7* mr 


This would be a an correct expression for all the goods 
and services whose durability did not run to a number of years, 
but the more complex expression is useful as being applicable to 
all classes of goods. 

As unit money is paid for unit production, the expressions 
for production are also the expressions for money income paid out 
to producers and used by them for hiring the current use of the 
existing stock of goods. 

The only conditions under which there could be uniform 
growth, unchanging price level and uniform interest obtained by 
the State on all classes of production, are that the relative 
quantities of the various classes of goods are so adjusted that the 
demand will lead to just as much money being spent in the hire 
of each class of goods as is currently spent on the production of 
that class. 

Suppose this adjustment to be in existence. The quantity 
of the first class of goods is P,e” at time x, and the money 


ee: ae i 
currently spent on hiring it is e"’ P,————. r per unit of time. 
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The rental value is therefore an annuity e™" x wo 


for n, units deferred m, units and is independent of x. 
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The present value of an annuity for », years, taking con- 
tinuous discount at a rate 7, is > oa so that at time 
a-+m,, when the annuity begins, the present value is unity 
xe" ift =r. This suffices to give compound interest at the 
r for both the period of delay m,, and for the delay involved in 
the durability of the article in use. (It has been assumed that 
the unit money for production is paid out at 2 and not spread out 
over the period m,. The money thus paid out in successive units 
of time thus increases as production is increased. It would 
increase in just the same way if the unit money for each unit of 
production were paid out gradually over the period m,, i.e. at 


the rate of 2. per unit of time. No important difference would 
1 
be made, but the expression would be more complex.) 


At the time x, when unit money is paid out for production 
of any class of goods, the present value of the ultimate product 
is thus equal to the cost of production. 

If the amount of money spent on hiring any class of goods were 
less or more than the amount currently applied to the production 
of this class, this would imply that the quantity in existence was 
different from what has been assumed. Supposing it be so, and 
P,, let us say, is larger than has been assumed; call it, therefore, 
P’,. If uniform growth is to be maintained the quantity of 
production must be correspondingly iarger than before—and 
labour being assumed to be limited, the quantity existing and the 
quantity of production of something else must be correspondingly 
smaller—say P’, is less than our previous P,. There is no more 
money paid out to producers in the aggregate than before, and 
they are to spend it as they please. 

The demand price for P’, must be less than before and for P’, 
greater. The State will not get a uniform rate of interest on these 
two classes of production, and the fact would indicate that labour 
could with advantage be transferred from the one production to 
the other. 

The total of interest being received by the State at time x 
is r times the cost, 7.e. r times P,e* + P,e™+... and is 
identical with the total of new money required to finance pro- 
duction for increase, as distinct from production for maintenance. 

Now let us consider a similar community in which individuals 
may, if they choose, save income and deposit their savings in the 
State bank, but all spending is still hiring, not purchasing outright. 
Further, we assume that this has been the case all along. 
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The object is to keep distinct the amounts saved and the 
amounts spent. We could arrive at similar conclusions by 
supposing people to purchase capital values of goods, but by 
regarding all spending as hiring and all saving as depositing 
money in the bank, which utilises it for production and pays 
interest, we keep the two conceptions of saving and spending 
separated. 

The familiar supposition is that growth of wealth is provided 
for entirely by individual saving, and we will make the supposition 
that in the uniform state of growth the aggregate of individual 
saving per unit of time is to be just equal to the amount required 
for financing the increase, as distinct from the maintenance 
production. 

It might seem at first sight that the level of prices will be less 
than in the former case, when no one saved. The whole of the 
income from production is not now spent on hire of currently 
available wealth, but only as much as is received for maintenance 
production. We still suppose the same rate of money wages 
paid to producers, and if the level of prices were less, the non- 
savers would get more for their money. 

The savers, however, are allowed interest on deposits, and 
they have been saving and depositing all along. They have to 
their credit at time x deposits aggregating an amount equal to 
the value of goods in existence (P,e” + P,e”, etc.) because the 
deposits have grown exactly at the rate of the goods. Nominally 
the State bank still owns all the goods, but the savers have a kind 
of mortgage equal to the whole value of them. 

The amount of interest due to depositors at time x is at the 
rate of rP,e*” + rP,¢”, etc., 7.e. the same as the amount provided 
for increase of production, and the same as the amount being 
currently saved. 

The total money income payable to people is the amount paid 
out as salaries for production, plus the amount due as interest, 
an amount equal to the latter is saved and the total currently 
spent on hire of goods is, as before, equal to the total paid out 
for production, and the level of prices is as before. 

It is not essential to suppose that each person who has savings 
continues to save all the interest; some may spend the interest, 
but the aggregate of savings may be maintained equal to the 
amount required for uniform growth if others start or increase 
savings to a sufficient extent to make up for those who begin to 
spend the interest or the capital of previous savings. 

If savings are not maintained at this rate in the aggregate, 
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then, unless new money is created to a sufficient extent to provide 
the necessary amount to finance the growth of wealth, the uniform 
rate of growth cannot be maintained, consistently with unchanging 
prices.! 

If we adhere, for the present, to the hypothesis of the one 
monopolistic State bank, and assume that the deficiency of saving 
has always occurred, the rate of growth of production might still 
be assumed to have been maintained. If the rate of saving had 
always been, say, only half the rate of increase of money required 
to finance the increasing production, the savers would have 
accumulated only half the amount of deposits which they would 
have accumulated if they had always saved an amount equal to 
the whole of the money required for new production. The uniform 
rate of growth, however, and uniformity of prices would only 
have been possible if the State bank had always provided the 
necessary additional money for new production. The situation 
at time x would then be that the amount of interest due to savers 
would be only half what it had been in the previous case, when they 
had always saved the whole of the money required for growth, 
and they would still be saving an amount equal to the total of 
interest due to them. The State, having provided the additional 
money necessary for maintaining the rate of growth of wealth, 
would have acquired the unmortgaged ownership of half the 
property. 

On the hypothesis that production can be equally efficiently 
carried on on any of the systems, the position of the non-savers 
would seem to be the same in any event; whether the State has 
financed all production and has the unencumbered ownership of 
all wealth, or whether a minority of private individuals have 
acquired the substantial ownership of all property, we arrive at 
the, at first sight, anomalous conclusion that the ordinary non- 
saver, or proletarian, is in exactly the same position, gets the 
same wages and pays the same prices—supposing each system 
equally efficient on the side of management and production, and 
the body of savers always save an amount equal to the total of 
interest currently accruing to them. 

If we had started with the consideration of a case in which 
saving by an individual was regarded as a new thing, a change 


1 Jt has to be borne in mind that we are not assuming any improvement 
in methods of production which would enable production to be carried on 
profitably with falling prices. In the absence of such improvement, a condition 
of falling prices would necessarily dislocate production by private enterprise, 
though theoretically the State could carry on under those conditions by corre- 
spondingly reducing wages. 
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from what had previously been taking place, we should not have 
arrived at the apparently anomalous conclusion that saving did 
not alter the level of prices. On the contrary, we should find that 
whilst the saving was being made, price-level would be reduced 
below what it would otherwise have been, and when, at a later 
time, the saver spent the interest, or both the interest and 
the capital, the price-level would be raised. The rest of the 
community would get more real return for their money during 
the time of saving and would get less at a later time—at least if 
we are isolating the question of saving pure and simple from that 
of the development of new and improved processes of production. 

If we revert now to the statements of the previous writers 
mentioned at the beginning, and keep in mind the uniformly 
growing community in which provision for growth is made by 
savings of individuals who make deposits in the State bank, we 
must agree with Mr. Keynes that this imposes on the community 
as a whole a distribution of productive effort which is different 
from what it would be if no such savings were made; and if no 
omniscient State financed the growth of production a greater 
supply of immediately available wealth could be obtained by 
stopping provision for the future; but this is also true, though in 
a less degree, of the stationary state. If we ask, however, what 
happens to the non-saver if there is an increase of savings, the 
answer is that so long as that continues he is better off, because 
his wages will go further (assuming that production is not dis- 
located by a fall of prices). Saving merely as such does not 
impose any present sacrifice on the non-saver. It is the disposal 
of the subsequent interest which does so, whether that be “‘ spent ”’ 
by the capitalist or again saved and invested. 

Mill is right in his conclusion, though confused in his reasoning 
when he tries to argue (though in different words) that an increase 
of savings benefits the workman immediately. 

Mr. Henderson’s dictum that at no time does saving result 
in a smaller supply of consumable goods for other people is 
true only if he (like Mill) refers to saving only and ignores subse- 
quent spending of capital and interest, or even interest only. 

Cassel’s statement needs modifying to the extent that in a 
condition of uniform growth, whether financed by the State or 
by private savings, the workman would be, at any moment, 
getting from the past as much as he gave to the future substan- 
tially as in the stationary state. He might be said to get the 
“* whole product,”’ but of course he might get more if he took what 
had been provided by the past and did not contribute to the future. 








. ee th ee a ak a  e- eo me ae ste as FT OH mom t+ RnR © we we 


an 


a ew je ooh PF eet Oe 


aa a. 6 fe et 





Pes 


ve 
lid 





1924] SOCIAL INTERESTS IN RELATION TO SAVING 421 


The maintenance of a uniform price-level with growth is 
possible only if money is increased at the same uniform rate. 
The mere fact of saving does not provide the growth of money. 
Under conditions of private property and private banking, 
creation of bank credit has to be always anticipating saving in 
some degree, though theoretically the length of time involved in 
the anticipation may be very small. The point is most easily 
grasped, however, if we revert to the case of the socialistic State. 

The mere fact that interest is earned by the State bank does 
not automatically provide a growth of money available for 
financing the increase of production. The causation is the other 
way round. It is because new money is being continually created 
that a level of prices is maintained which gives the State interest, 
and so long as it pays uniform wages to a growing population for 
increasing production, and the population spend the money on 
current utilities, the level of prices must yield interest. 

The extent of new creation of money will depend, in a sense, 
on the interval which elapses between paying out money as wages 
and getting it back again, but whatever the interval may be, the 
rate of creation per unit of time is always the same percentage 
of the amount existing. Suppose money paid out at time x 
comes back at «+ 1, being then paid in for the use of goods 
existing at 2, in respect of the use of them for the interval x 
to « + 1, and regard the goods as marketed not continuously, 
but at the beginning of each interval. The amount of money 
paid out to producers at 2 may be called Izv. This comes back to 
the bank at x + 1, but at that time a larger amount, I(x + 1) 
has to be found to pay out to producers and can only be found by 
anticipating the future receipt of the difference between I(x + 1) 
and Ix. 

In a régime of individualism it is mainly bank credit which 
takes the place of the State creation of money. This must always 
be anticipating savings, or else the fund from which money interest 
can be obtained will not be in existence and growth would involve 
the continual lowering of price-level, which would dislocate private 
business enterprise, excepting in so far as a Deus ex machind in 
the shape of new inventions and cheaper processes might happen 
to arrive. 


1 Soddy, The Inversion of Science, seems to assume that in the conditions 
under consideration there would be no interest obtained by the State. That, 
it is submitted, could not be the case, but it has to be remembered that the State 
is assumed to apply the whole of such interest to financing new production, 
i.e. “saving ” it all, so there is no interest in the sense of an income spent on 
buying current utilities. 
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A smooth state of growth, with uniform price-level, is possible 
if the two conditions are fulfilled: (1) growth is uniform, (2) 
saving and the creation of bank credit always continually equal 
the amount required for financing growth as distinct from 
maintenance production. If these conditions are not fulfilled, 
there is almost inevitably involved not only disturbance of 
individual prices, but disturbance of the general level of prices, 
and, under ordinary conditions of individualism, oscillation of 
trade activity. It is not possible, however, to enter on a dis- 
cussion of these questions in the present paper, but reference is 
made to these problems merely for the purpose of pointing out 
that a study of the conditions of uniform growth, even though 
that condition does not actually exist, is useful as a preliminary 
to the consideration of the effects of irregularity. 

C. F. BicKERDIKE 
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ROSSEL ISLAND MONEY: A UNIQUE MONETARY 
SYSTEM 


THE island of Rossel lies about 200 miles south-eastward of New 
Guinea. Approximately 100 square miles in area, it is inhabited 
by a primitive population numbering about 1000 in all. The 
Rossel Islanders have characteristics and customs which differen- 
tiate them from the Melanesian-speaking peoples of the neighbour- 
ing archipelago, but none are so striking as the unique currency 
system, by the aid of which they carry on their mutual trafficking 
in pigs and concubines, in canoes and wives. 

The outstanding features of the Rossel Island money are 
that, of each grade of the tokens in use, there is a virtually 
unchanging stock that has come down to the present generation 
from time immemorial, and that into the grading of the tokens 
—their value-relationships to one another—there enters the 
novel principle of a time-element or interest-element, in place of 
the more familiar principle of simple proportionality. 

The articles which it is here proposed to call money are made 
from shell, and are of two kinds, named Dap and K6 respectively. 
A single piece of Dap money, which we may conveniently desig- 
nate a coin, is a polished bit of shell a few millimetres thick, with 
flat or slightly curved surfaces, having an area varying from 2 to 
20 sq. cms., and of almost any shape, though usually roughly 
triangular with rounded corners. In colour the coins vary from 
white through shades of orange and red, especially on the outer 
more polished surface. The coloration is generally uneven. 
The shapes and colours suggest that these coins were made from 
a molluse allied to the Spondylus, from which the well-known 
sapi-sapi beads are made. Every coin is perforated within a 
few millimetres of one of its edges and generally at a corner. 
A single coin of K6 money consists of ten discs roughly shaped 
out of some shell, possibly that of the giant clam, each disc of the 
ten having approximately the same diameter and _ thickness. 
The individual discs are not money, for a set of ten discs is only 
exchanged as a whole. 

There are twenty-two main values of Dap money, having 
separate names, but these names are not descriptive of the values. 
Certain of these values are subdivided into two or three classes, 
so that there are about forty distinctions of value altogether 
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in the case of Dap money. For the purposes of the present account 
these sub-values (which seem to be of little importance) will be 
ignored, and only the twenty-two main values will be considered. 
As the names given to them are somewhat clumsy it seems simplest 
to use here the numbers 1 to 22 to designate them, taking 1 for the 
lowest, and 22 for the highest value. 

Although any piece of Dap is generally at once recognised by 
the native as being a 1 or an 2, it is difficult to obtain any definite 
characterisation of these classes. Very roughly, one can say 
that the lower values are white or dark red and rather clumsier 
in shape, while the higher values are lighter red to yellow and 
more delicate in shape—certainly the higher the value the more 
pleasing to the eye. This lack of a serial arrangement of attributes 
to mark value would be almost impossible if additions were con- 
tinually made to the stock of roney; but the money of Rossel 
is peculiar in that it is not replenished by fresh additions, except 
in the case of Nos. 1 to 6 or 7; but such money, although bearing 
the appropriate value-names and obeying the same laws of 
exchange as the money regarded as original, is recognised as 
belonging to a different order. In the case of K6 money (the 
second of the two varieties), it is believed that there have been 
no additions to the original stock, which was made in a remote 
past by Wonajé, the supreme god of Rossel (as also was the main 
stock of Dap money). The shell for the Dap was obtained from 
a bay at the east end of Rossel ; the shell for K6 from a bay on the 
north side of the island. Both these places are classed with the 
*‘ yaba,” or sacred places, which occur throughout the island, 
the rites in connection with which serve to preserve the uniform 
and beneficial order of the universe. If the money on the island 
be non-renewable and there be not too great an amount of it, 
it would, of course, be possible for every coin to be individually 
known; in this case, there might be no general distinguishing 
marks of the 22 classes, for, in the case at least of Dap, every 
coin has its perceptible individual characteristics. In the case 
of Nos. 13 to 22 there is little doubt that all the coins belonging 
to these classes are individually known by all natives of any 
consequence in the financial world. Moreover, each coin belong- 
ing to Classes 15 to 22 has an individual name in addition to its 
class-name. It is, therefore, clear that in the case at least of 
these there need be no defining character of the class other than 
enumeration of its members. It was possible to ascertain the 
quantity of Dap on the island of values 15 to 22, which gave a 
total of 81 coins all distinguished by individual names. 
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Of K6 money the distinctions of value are fewer, there being 
a total of sixteen values. The names of these are the Dap names 
with suffix ‘‘ kagn6.”’ For instance, the lowest value K6 is called 
“Tebuda kagn6,” Tebuda being the name of No. 7 of the Dap 
series. The remaining fifteen values of K6, which may be desig- 
nated by the numbers 8 to 22, are denoted by means of the names 
of the remaining higher values of Dap. Thus the name of No. 
22, the highest value Dap, with suffix “‘ kagné,”’ denotes the 
highest value K6. Unlike the Dap money, the values of K6 
money vary with the variation of one simple character, namely, 
size of the discs. ‘These discs vary in diameter from about 14 cms. 
in the case of the lowest values, to about 3 cms. in the case of 
the highest. 

To pass on to the consideration of how these values are inter- 
related ; in the first place, the same principle of value-relationship 
applies within each of the two monetary systems, the Dap and 
K6, but no member of the one series has any recognised exchange- 
value in terms of any member of the other, though there is an 
equivalence for certain purposes between Dap and K6 bearing 
the same name. Generally speaking, wherever payments of 
K6 are made, payments of Dap also form part of the transaction 
—a service or commodity is priced in terms of so much Dap and 
so much K6. There are, however, a number of commodities 
which are priced in terms of Dap only, mostly commodities of 
low price. It is possible, also, that there are some commodities 
priced in terms of K6 only—which is most likely to be the case 
with commodities which pass mainly between women, for it is 
said that Dap is essentially men’s money, while KG is essentially 
women’s money, though the latter idea seems to be merely 
a traditional fiction. In the present account only the Dap side 
of payments will be considered, even though similar important 
payments of K6 may also be involved. 

In nearly all instances of real money throughout the world, 
where there are coins of different values, a higher value coin is 
generally regarded as equivalent to so many of the lowest value 
coins or at least as being composed of so many recognised units 
of value. This is not the case on Rossel; the value of a coin 
x in terms of a coin y is expressed by the length of time y would 
have to be let out on loan in order that x be repayable. If the 
thought of the islanders were sufficiently systematic, then all 
the twenty-two values of Dap could be expressed in terms of 
No. 1 and time; No. 2 would be No. 1 at interest for a few days— 
No. 22 would be No. 1 at compound interest for several years. 
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Their ideas, however, are not fully systematised to this extent, 
but the native does systematically apply the principle that a No. x 
if lent for a few days requires the return of a No. (2 + 1)—if lent 
for a rather longer period the borrower will be required to 
repay a No. (% + 2), and so on. 

Now, if a large number of commodities are priced in terms 
of a small number of commodities, it will hardly be legitimate to 
call these latter commodities money, unless they also are system- 
atically related to each other. This type of pseudo-money is all 
that occurs in the neighbouring Massim area, where, except by a 
complicated and forced process of calculation, no single commodity 
can be said to be worth, for instance, x sapi-sapi beads of best 
quality. The Massim are far removed from having any com- 
modity whose main function is to act as a standard of value and 
medium of exchange. A statement of this kind can, however, 
be made with far more directness in the case of Rossel Island, 
even though in this case commodities are priced in terms of par- 
ticular Dap and K6, and not in terms of any Dap and K6 which 
add up to the required figure. (This, of course, would require 
a knowledge of the number of units of value in each number Dap 
and K6, which is lacking.) The way this comes about is as 
follows. 

Suppose an individual A wishes to buy a commodity whose 
price is Dap No. x. A may possess Dap coins, more or less in 
value than No. x, but not any No. z. He, therefore, borrows a 
No. x from B and pays for the commodity with this. During 
the time which elapses before repaying B, he becomes successively 
liable to No. (2 + 1), No. (x + 2), and so on. If he have one of 
these values he repays B and all is square. Whether he borrows 
for a long or a short period does not really make any difference 
to A so long as he has at the time of borrowing at least as much 
money as he borrows, either in his possession or preferably lent 
out with interest, for A’s opportunities for lending are presumably 
as great as B’s opportunities—that which makes it necessary for 
A to borrow from B equally makes it necessary for X to borrow 
from Ain the longrun. Owing to the peculiar value-relationships 
of the Rossel money, money must change hands very many 
more times in order to effect a single purchase than is necessitated 
by any of the more usual monetary systems. Given this mobility 
then we can say that a commodity which is priced in terms of a 
particular value of Dap is indirectly priced in terms of any Number 
of the series. 

It would be well to elaborate further my earlier implication 
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that there can be said to be a unit of value in the case of Dap 
and Ké6, even though it be impossible to say that a No. x is k 
times a No. y. If we assume that time is priced, then, of course, 
the problem is simple—if the interest for unit time, 7.e. for x to 
become x + 1, is taken as 5 per cent., for example, then, in terms 
of No. 1, No. 2 is No. 1 + 1/20 No. 2, No. 3 is No. 1 4+ 1/10 
No. 1 + 1/400 No. 1, and so on, in the compound interest series. 
But, on the whole, it distorts the facts to say that there is a definite 
rate of interest. It is better, therefore, to substitute for the state- 
ment that x is k times a No. 1 the statement that 2 is a No. 1 of 
so many months ago, which brings in a second unit of value, time. 
The common denomination being understood, then the price 
of any commodity or service might be put in terms of time, e.g. 
‘a wife costs a year, a house two years, a basket of taro a week, 
and so on.” This does, I believe, express the native point of 
view more clearly than to imagine a more or less evaluated rate 
of interest. 

Since there are very few of the high-value coins on the island, 
and since there are important commodities and services that must 
be paid for by means of these high-value coins, they move about 
a good deal (though there is an exception in the case of the 
highest two or three values). The borrowing and lending of 
coins is, in fact, so important that there exists a special class of 
persons who act as agents for these transactions; they are denoted 
by a special name, which may be translated by the term “ broker ”’ 
without much change of sense. These brokers derive their 
income by keeping their capital in motion and by a process some- 
what analogous to the activities of a London bill-broker—by 
borrowing at a lower rate of interest and discounting at a higher— 
and practise a magic by means of which they claim to act on the 
minds of their debtors, making them repay within the customary 
time, while the minds of their creditors are affected in the reverse 
direction. 

Since the series of values is finite, the question naturally 
arises as to what happens in the case of the loan of a high-value 
coin. Since there are only a few of these coins—seven each 
of the three highest values—many loans are liable to overreach, 
by the ordinary mechanism, repayment-value No. 22. It is 
found that the normal method of repayment of loans of Nos. 18 
and above is of a special kind. If, for instance, a No. 18 be 
borrowed, security is given, generally a stone axe of the type 
used as money on Sudest. This security is returned on repay- 
ment of the loan; but instead of the repayment of a higher value 
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Dap at the end of the required period, a payment of low-value 
Dap, known as “‘ Déndap,” is made at the beginning of the period 
of the loan, and the Original No. 18 is repaid at the end of the 
period instead of a No. 19 or higher value. The Déndap for a 
short-period loan of a No. 18 is generally a series of one each of 
Nos. 1 to 10; for a longer period there will be two or three each 
perhaps of Nos. 7 to 9 or 10. For a No. 19 the Déndap will end 
at No. 11 or perhaps No. 12. If the loan be for several years, as 
it is occasionally, there will be three or four repetitions of these 
interest-payments. A good deal of ceremonial attends such 
payments of interest and it is generally the occasion for some 
feasting and dancing. An important part of such interest-feasts, 
or “ Dogo,” as they are called, is the handling of the money by 
a number of people, this apparently confirming the transaction. 
Such feasts are also the occasion for other monetary transactions ; 
for, even when a single low-value coin is borrowed, it must be 
touched by a number of people, who, as witnesses, act as a safe- 
guard to the lender. 

Security was referred to above, which generally takes the 
form of a ceremonial stone axe of the Massim type; sometimes, 
however, and this seems rather anomalous, security takes the 
form of a higher value Dap than that for which it is acting as 
security. This may be because there is little use for values 19 
to 22 at the present day; it seems to be very rare now for there 
to be any transactions involving payments greater than No, 18. 
A few years ago, however, No. 20 had an important use as com- 
pensation for ritual murder. The death of a chief used to involve 
the eating of at least one victim, frequently drawn from a neigh- 
bouring friendly village. The compensation of the relatives 
of these victims involved payments whose ramifications are said 
to have extended over ten years or more. At the present day, 
No. 18, of which there are twenty coins on the island, is involved 
in payments for wives, for “ ptyilibi”’ (polyandric wives) and pigs. 
When a No. 18 passes from person to person, it is handled with 
great reverence, and a crouching attitude is maintained. Nos. 19 
to 22 are so sacred that they are always kept enclosed and are 
not supposed to see the light of day. Apparently they have 
little or no work to do now, except as security, and are owned only 
by chiefs. No. 22, of which there are seven coins, is inherited 
in the male line; and, apparently, the chiefs who own these are 
the most important on the island. 

It would be impossible within the limits of this paper to describe 
the details of the financial ritual in connection with payments 
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for wives and pigs, as they are very complicated. In the case 
of a polyandric wife, bought by five or six men, the method of 
payment of the No. 18 is ingenious. If there are five husbands, 
A pays the girl’s father a No. 18, B pays A a No. 17, C pays Ba 
No. 16, D pays C a No. 15, and E pays D a No. 14; but, appar- 
ently, A does not pay E a No. 13, and B A a No. 12, and so on, 
as we should expect. It is, of course, an unequal division of the 
cost, for D pays less than C, B and A, and E pays the most, pro- 
vided No. 14 is more valuable than the difference between No. 18 
and No. 17. 

In conclusion, it may be pointed out that Rossel Island money 
is money in the strict sense of the term. It serves as a medium 
of exchange and a standard of value, and it is not desired for its 
utility for other purposes, even for ornament or display. Indeed 
it is even considered ‘“‘ bad form” to make any sort of display 
of one’s wealth of Dap and K6. How such a peculiar monetary 
system came into being it is difficult even to conjecture. The 
conception of “interest” is rare in Melanesia and New Guinea, 
though it occurs in simple form in parts of the Bismarck 
Archipelago. This would point to some exceptional cultural 
influence which reached the island of Rossel but no other part 
of this extensive region, unless we suppose that a “ higher” 
culture, containing the germs of the peculiar features of Rossel, 
once extended over a large area, throughout which it has since 
degenerated, leaving a vestige on Rossel in the shape of its present 
fantastic monetary system. 


W. E. ARMSTRONG 











REVIEWS 


The Mathematical Groundwork of Economics: An introductory 
treatise. By A. L. Bowtey, F.B.A., Professor of Statistics 
in the University of London. (Oxford: Clarendon Press. 
Pp. 98.) 


A LONG-FELT want is satisfied by this clear, concise and 
correct statement of the leading propositions and methods which 
mathematics contributes to Political Economy. A _ saving 
knowledge of that doctrine may be acquired here more readily 
than in any other treatise, English or foreign, with which we 
are acquainted. The learner is led from the simplest species 
of transaction on to “‘ multiple exchange,” and thence to dealings 
in products and the factors of production. By steps that are 
neither violently abrupt nor tediously circuitious he reaches the 
heights from which the mutual dependence of all economic 
quantities can best be contemplated. At those heights, too, 
are observed some curiosities of theory, like Alpine flowers, found 
only at great altitudes. 

The treatise is not merely introductory. The maturer student 
will be edified by it. He will be confirmed in the belief that 
his study is worth pursuing. The authorship of the treatise 
guarantees the importance of the subject. The author is a 
statistician of the hard-headed English type, who walks in the 
way of Tooke and Newmarch and Giffen; applying ascertained 
facts to important practical problems. Measuring the growth 
of wages and the proportions in which the national income is 
distributed, he has contributed more than most economists to 
the formation of intelligent opinion about popular schemes for 
the reconstruction of industry. It is not to be sgipposed that 
such a man would turn from investigations of national import- 
ance to formulate the mathematical theory of economics if with 
the literary economists he regarded that theory as moonshine. 
If challenged to show what fruit our branch of science bears we 
can at least reply that it is assiduously cultivated by one who 
knows what good fruit is, having produced it in great quantities. 

The importance of particular theorems as well as of the 
general theory is enhanced by Professor Bowley’s work. Several 
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of the propositions reached by mathematical reasoning present 
to common sense the appearance of paradox, and are accordingly 
advanced with diffidence by the theorist. He may reflect, 
however—with Dr. Marshall when discussing exceptional cases 
of international trade—that speculation about the results of 
conditions which have never been experienced has often proved 
serviceable in connexion with cases which have no superficial 
resemblance to those conditions. Such speculation is encouraged 
by the example of Professor Bowley, who does not hesitate to 
restate the theorem of Pareto and W. Johnson that raising the 
price of an article may lead (through a change in the marginal 
value of money) to a larger consumption of the article. After 
this the literary economist can with less plausibility make fun 
of the proposition that a specific tax may under certain cir- 
cumstances benefit the consumer. 

Professor Bowley confirms some propositions, not merely by 
his authoritative endorsement, but also by means of a variant 
proof. Thus with respect to the proposition that in a régime 
of monopoly a tax in general raises price more in the case of 
increasing than of decreasing returns, his proof is not identical 
with that offered in the Economic Journat (Vol. IX, p. 293 
et seq., p. 312). Professor Bowley supposes the demand-curve 
to be a right line; and on that supposition shows that the rise 
of price will be less than half the (specific) tax in the case of 
diminishing returns, more than half in the case of increasing 
returns. As we look at the matter, the supposition of recti- 
linearity is justified, as being intermediate between two cases 
about whose relative frequency we are uninformed, the con- 
cavity and the convexity of the demand-curve. Professor 
Bowley’s use of the “curve of marginal supply prices” forms 
another instance of a view not identical in form while substantially 
in agreement with that offered in the Economic Journat (Vol. 
XXIII, p. 210). 

Variant paths in mathematical reasoning are generally 
interesting. But they are not always preferable to the beaten 
road for ordinary use. So no disparagement is intended when 
we remark that our author’s approach to some topics is not 
that which we recommend as best. Thus he introduces the 
theory of supply and demand by the conception of two in- 
dividuals interchanging two commodities. He may plead indeed 
the example of Jevons; and is entitled to the explanation of 
Jevons’ formule which he quotes: that they are “ regarded as 
representing the transactions of two individuals in, or subject 
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to, the law of a market.” That explanation was offered by an 
apologist for Jevons; one whose own view was that “ the 
simplest case of exchange is where there are two large groups 
of uncombined individuals dealing respectively in two com- 
modities, e.g. corn and money.” There is surely some difficulty 
in conceiving an individual not (with Berkeley) as a particular 
representative of a genus, but rather (after Plato) as representing 
a multitude, a number of competing wills; for of such is uniform 
price the resultant. It is not easy to carry out the direction 
“consider three monopolists, A, B, C, and three commodities, 
and one other person, D”; who is to “ possess but not mono- 
polise’ a certain commodity. The attributes of D, who is at once 
a sole dealer and clothed with the properties of a market, seem 
somewhat incongruous. Again, our author’s approach to the theory 
of equilibrium in a régime of increasing returns may present diffi- 
culties to beginners. The author himself, of course, perceives the 
truth which Professor Pigou has thus expressed: ‘‘ Provided 
that certain external economies are common to all the suppliers 
jointly, the presence of increasing returns in all together is com- 
patible with the presence of diminishing returns in the special 
work of each severally’ (Hconomics of Welfare, p. 192)—a 
passage which our author perhaps intended to cite by a reference 
which seems to be misprinted (Bowley, p. 37, referring to Pigou, 
pp. 439-441). The tiro may be puzzled by the seemingly con- 
tradictory statements: “‘ there can be only one producer in the 
long run under constant or increasing returns” (p. 50), and 
“the position is stable when at it the supply-curve crosses from 
below the demand-curve on the left as in the figures’ (p. 59), 
one of which shows a horizontal, the other a descending supply- 
curve. 

Our author’s originality shows itself in the construction of 
new phrases as well as of new arguments. Here, too, there is 
room for some difference of opinion as to the value of the inno- 
vations. The “offer” curve is used to designate a curve which 
occurs in Marshall’s representation of the terms on which exports 
are exchanged for imports. As the locus is symmetrically related 
to supply and demand, a term which seems to emphasise the side 
of supply is not felicitous. Nor are we satisfied with the author’s 
definition of “ Joint supply”’ as occurring ‘“‘ when Xy, and X,,, 
are produced by the same process in a determinate proportion 
(e.g. gas and coke).”’ Mill, indeed, has so defined the cognate 
term ‘ Joint cost of production.” But now the term is more 
usually and usefully employed to denote a relation between 
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products analogous to the relation between articles of consump 
tion when their utility in our author’s appropriate phrase is 
“complementary.” Original writers, however, are privileged to 
use their own terminology; dabiturque licentia sumpta pudenter, 
as Horace rules about the coinage of new words. 

But does the licence extend to symbols? Or is the condition 
on which the licence was granted fulfilled by our author when 
he boldly substitutes a new-fangled symbolism for the traditional 
notation of the Differential Calculus ? The following extracts will 
show the character and the motive of the innovation. 

“Tf A, instead of working for himself, is selling Y to B who 
pays him in X, giving x units for y units, he stops when 


§ U(x) = — 8 Wil).” 


[We should explain that , U(x) represents the utility which dealer 
No. 1 derives from the quantity x of the commodity X; W<(/) 
measures the disutility of 1 the quantity of labour exerted.] 
The passage then continues 

“8 ,U dudy_ dW 


(8a 8 yél ne 

The ratio of y: x equals the price, p, of X in terms of Y = 
5y: 62, since it is the same for all units. Proceeding to the 
limit we have A’s offer 3 . ,UzDi(y) = — Wi, while B’s offer is 
2. ,Ux = y. Uy (p. 41).” 

“ Formerly this expression [Dy] was written = Since this 
suggests a fraction and not the result of a process, the form here 
used is to be preferred ” (p. 80). 

We must leave it to mathematicians to pronounce upon the 
force of this argument. We are content to follow the example 
of Demorgan, who adopts the traditional notation without dis- 
cussing its merits in the abstract. ‘‘ Without discussing this 
point we are inclined to consider the universality of the notation 
of Leibnitz throughout the whole of the civilized world, and 
the fact of most of the discoveries made since the time of Newton, 
both in pure mathematics and physics, being expressed by means 
of it, as itself a sufficient reason for adopting it” (Differential 
Calculus, p. 34). We hope, therefore, that in a second edition 
of Professor Bowley’s treatise some place may be found for the 
traditional notation, at least occasionally and with reference to 
the more fundamental formule. 
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This recommendation extends to and indeed especially 
applies to the Appendix, which is described as a “ summary of 
the mathematical ideas and formule used.” Adapting the 
words of Demorgan to our case we may say that the fact of 
most of the developments in mathematical economics since the 
time of Cournot being expressed by means of it (the notation of 
Leibnitz) is a reason for adopting it in a praxis intended to 
assist the student. With this modification the Appendix may 
be recommended as imparting to the general reader that modicum 
of discipline in mathematics which is required for the application 
of mathematical reasoning to economic problems. In supplying 
this want the Appendix has few competitors. The most for- 
midable, as far as we know, is Professor Irving Fisher’s Infini- 
tesimal Calculus. But our author’s summary has the advantage 
in respect of brevity. It has also the great advantage of being 
presented along with the subject-matter to which it is applicable. 
The text and the Appendix afford in a very high degree what 
our author has called ‘‘ complementary utility.” 

F. Y. EDGEWoRTH 


The Labour Theory of Value in Karl Marx. By H. W. B. JosEpu, 
Fellow and Tutor of New College, Oxford. Pp.174. London 
(Oxford Univ. Press, Humphrey Milford). 1923. 4s. 6d. net. 


WE learn from the Preface that this book has grown out of 
lectures on “ Justice and Wages ”’ delivered in 1913. 

“Tf, as I believe, Marx’s theory is definitely false and there 
is neither any means by which to settle how much wealth each 
man creates nor any rule of justice to determine what share of 
the total wealth created each ought to have, it is worth while 
to try to show this ”’ (18). 

It is not censure but commendation to say that in showing 
it Mr. Joseph follows the lines of many predecessors, especially 
Bohm Bawerk, that model of conscientious thoroughness (Joseph, 
p. 79, etc.).1 

He strains the case a little against Marx (44) by doubting 
whether Marx admitted that socially necessary wages varied 
with the standard of living. A passage on Capital (Vol. I, 
p. 156) can hardly mean anything else; and Marx was simply 
following Ricardo, who in his turn had learned his lesson from 
Malthus. Ricardo writes (Principles, Ch. V, On Wages, p. 52) : 


1 See Miss Butlin’s review of “‘ Karl Marx and the close of his system,” 
Economic Journal, VIII, 1898, pp. 375-8. 











1924] JOSEPH: LABOUR THEORY OF VALUE IN KARL MARX 435 


“Tt is not to be understood that the natural price of labour, 
even estimated in food and necessaries, is absolutely fixed and 
constant. It varies at different times in the same country and 
very materially differs in different countries. . . . Many of the 
conveniences now enjoyed in an English cottage would have 
been thought luxuries at an earlier period of our history.” So 
in the place cited Marx speaks of necessaries as a “historical 
product ” depending on a country’s degree of civilisation. It 
follows that the “law of brass” does not forbid natural wages 
to go on rising with the standard of living. 

Also the advocatus diaboli might say that Marx in confining 
his theory of value to goods of the factory system (a system of 
machinery and ‘‘ power” even more than of tools and hands), 
was taking no larger liberty than Bagehot, who confined himself 
to modern business, in his economic writings. 

Finally, in view of the later Austrian discussions on “‘ imputa- 
tion’? (Zurechnung) and complementary goods, the possibility 
of any assignment of the worker’s share in the product need 
not have been ruled out so absolutely as it is by our author: 
“Where a number of co-operant factors are indispensable to a 
single result, you cannot determine how much each contributes 
to it” (165). 

But, with every allowance, the theory that value comes 
wholly from labour, and profits from unpaid labour, is a hard one 
to defend. Mr. Joseph shows very fully how the 3rd volume 
of “ Capital,” with its recourse to competition and averages and 
prices as distinguished from values, has failed to reconcile the 
theory of Marx with the obtrusive facts of everyday trade and 
industry (Joseph, Ch. III, 52 seg.). In the chapter (IV) on 
“homogeneous labour ”’ (86 seg.) into which labour Marx sup- 
posed all the varieties of skilled labour to be boiled down,} 
the difficulties of attempted resolution and recomposition are 
patiently brought out. A rough scheme of compensation sug- 
gested by Adam Smith (W. of N., I, x.) has found general accept- 
ance among economists. Marx goes beyond its rough equivalence, 
and translates the one into the other with exactness (Joseph, 
41, etc.); a given quantity of skilled labour is equal to a greater 
given quantity of unskilled “‘ homogeneous ” labour, of so many 
time-units. Now, it must be said that, even after the translation, 
in our present world the articles produced are not exchanged 
according to the socially necessary labour-time of production; 


1 Perhaps a pleasanter metaphor than the original “‘ congealed ”’ to which 
our author adheres, e.g. 41, 61, 87. 
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nor is the employer whose business needs most hands the employer 
who reaps most profits ; an employer may gain by reducing hands.! 
The “ organic composition ” of his invested capital may mean 
much constant and little variable; yet he may gain higher profits 
than another employer with much variable (or many hands) and 
little constant (smaller plant and machinery). If the true “ value” 
is made by the “labour-time,” the prices of the market disregard 
it. In his 3rd volume Marx admits this himself. He describes 
“prices of production” as restoring to the employer what he 
has spent on constant and variable together, at about the same 
rate of profit for every business, whatever the ‘organic com- 
position ”’ (Joseph, 55, 56, 71). The competition of employers 
brings about a levelling and raising of the rate of profit, making 
it more or less what it would be under ‘“‘ values”—seldom the 
same. 

In times long gone by, goods may have been exchanged accord- 
ing to true “ values ”’ and in the far future they may be so again. 
Marx admits it is not so now, and yet when we began to read his 
Capital, Vol. I, we were led to believe we were reading about 
things as they are (Joseph, 57 seq.). 

True value is otherwise conceived by our author. ‘‘ Things have 
value because men want them; this and not the labour in them 
is the fundamental fact, and, since different men want different 
things and want the same things in different orders of preference, 
there is no absolute value,’’ though in the same market there 
is uniform price (117). ‘‘ In any community the value of a thing 
tends to be thought of as something definite and fixed because 
it is considered in relation to what is conceived to be a proper 
standard of life in the community, not in its varying relation to 
the position of each member of it ” (123, cf. 139, top). 

Without having much else in common with old-fashioned 
classical economists, Mr. Joseph sees clearly that ‘‘ economic 
value is a matter of economics, not of ethics; that anything 
worth £1 (be it a material thing or so many hours’ labour) means 
that others will deliver, in exchange for it, their power to get so 
much of another thing as £1 will fetch; and, if they will not, there 
is no more to be said than that it is not worth £1. It is beside the 
point to say that it ought to be” (151). There is such a thing as 
a just price, but that is the one governed by an agreed rule: ‘In 
distribution justice is: proceeding according to the recognised 
rule” (152). It follows that all inequality is not injustice (154). 


1 Mr. Joseph says reducing the wages bill (67, 69), but the paradox is that 
fewer men are employed. 
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It seems also to follow that all injustice is irregular administration. 
“That men should not agree either with one another or each 
always with himself, in their orders of preference—this is neither 
right nor wrong but merely inevitable. And out of this it comes 
that the exchange values are as we find them ” (155-9). “‘ There 
are plenty of forms in which unearned increment arises under a 
non-capitalistic system ; indeed, so long as the value to a man of 
what he receives in exchange for his own labour or produce 
fluctuates through causes independent of himself, there will be 
increment, and decrement also, which he has not earned.” 

The book is sane and helpful. Its discussions give good 
training in Applied Logic. Nevertheless it might well be the 
last of its kind. After the appearance of “‘ Capital, Volume III,” 
other refutations of Volumes I and II were hardly needed. 

JAMES Bonar 


Economic Principles : an Introductory Study. By A. W. Fivx, 
C.B.,M.A. Second Edition, revised. (Methuen & Co., Ltd. 
1923. Pp. viii + 305. Price 12s. 6d. net.) 


Mr. A. W. Fiux’s Economic Principles was published first in 
1904 and was reviewed in Volume XIV of the Economic JourRNAL. 
In this revised edition of his work, Mr. Flux has left untouched 
the old Chapters I-X and the Chapters on “ Free Trade ” and 
“Taxation,” but has recast Chapters XI-XV, which treat of 
“ Money,” “‘ International Trade ”’ and the “‘ Foreign Exchanges.”’ 
The five chapters treating of these subjects have now become 
seven. 

In the chapters dealing with “‘ Money and the Mechanism of 
Exchange,” ‘‘ Money and Prices ’”’ and “‘ The Supply of Money,” 
the obvious alterations in statements of fact and the necessary 
additions required by the changes of nineteen years have, of 
course, been made. Portions of the exposition have been com- 
pressed; portions have been omitted. We no longer hear of 
cowrie shells and wampum and beaver skins. In the careful 
examination of the relation between the Supply of Money and the 
General Level of Prices—the name ‘ quantity theory ”’ and the 
historical instances of the first edition, supporting the theory, are 
abandoned—the direct effect upon the general price level of 
variations in the volume of transactions is more clearly exhibited 
than in the earlier discussion. But, on the whole, the experience 
of recent years and the body of theory, which that experience has 
produced, especially on the part of American economists, have 
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modified comparatively little Mr. Flux’s treatment of the monetary 
subjects which he discussed in the first edition. 

A new and important subject, however, is introduced in 
Chapter XIII—the various economic consequences of falling 
and rising prices and the fundamental changes which they involve 
in the relative position of large social classes. This is an admirably 
lucid and well-balanced chapter. Mr. Flux would seem to conclude 
that if it were possible to choose between rising, steady and 
falling prices, steady prices would be chosen, or, if that ideal 
cannot be attained, then very slowly falling prices are to be 
preferred. While recognising that a fall in prices is ordinarily 
accompanied by discouragement to enterprise, Mr. Flux, following 
Dr. Marshall, indicates another aspect of the question. Falling 
prices, however much they may discourage enterprise, tend to 
raise the level of competence and of energetic effort by weeding 
out those relatively less competent and less energetic. 

The part played by hand-to-mouth producers and merchants 
in hastening the transmission of a fall in prices is worthy 
of note. 

But the most interesting and suggestive exercise in economics 
which this new edition presents is the discussion of “‘ Values in 
International Trade” and the “ Foreign Exchanges.” During 
the past ten years gold has not been available for export as a 
corrective of disturbances in the balance of international pay- 
ments. The course of a country’s foreign trade has been power- 
fully influenced by fluctuations in the rates of exchange between 
its money and the monies of other countries—fluctuations which 
were necessarily more violent than was the case when gold flowed 
freely from country to country. This and other aspects of theory 
it was not necessary to emphasise in text-books, which assumed 
as normal the free international movement of gold. Under 
present conditions, however, it is desirable to connect closely 
the treatment of the theory of international exchange with that 
of the foreign exchanges. 

The traditional approach to the problem of international 
exchange was from the standpoint of the relative costs of pro- 
duction of different commodities in different countries. One 
conclusion reached from this standpoint was that for a country 
to carry on a completely one-sided foreign trade was impossible. 
In attempting to take advantage of the light thrown upon the 
problem of the Foreign Exchanges by the experience of recent 
years, Mr. Flux finds it necessary to abandon the traditional 
treatment of international exchange and to approach the question 
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from the standpoint of relative prices. His conclusion is not, 
however, different from that reached by the traditional route. 
Taking two countries (A and B) in commercial relations with 
each other, he finds that the rate of exchange between the two 
countries cannot be maintained permanently at a level which will 
make all the transportable commodities of the one cheap in terms 
of the money of the other.. A state of the exchange market is 
created which would ultimately destroy a position in which all 
commodities might be bought in country A for use in country B 
more cheaply than they could be obtained from the domestic 
resources of B. The foreign exchange market thus provides 
automatically, in a revision of the rates of exchange, a corrective 
for the condition which forces a one-sided trade. 

In order to deal with a problem so complex, the employment of 
hypotheses and the making of abstractions are, of course, to some 
extent essential. This harmonious conclusion, however, this 
inevitable attainment of a rate of exchange under the influence 
of which mutual exchange of commodities may take place profit- 
ably, is based upon three very significant assumptions. It is 
assumed that (1) the trade is confined to two countries, (2) there 
are no complications caused by non-commercial elements in the 
balance of indebtedness, and (3) the adjustments of the foreign 
exchange market are not disturbed by currency inflation. 

Two small errors might be noted. One occurs in the chapter 
on “* Values of Different Currencies,” p. 205. Can we say that the 
exporting of gold tends to bring about a fall in prices in the 
exporting country, ‘“‘ except in so far as it is accompanied by 
simultaneous and corresponding zncrease in the quantity of money 
work to be done”’? The second is on p. 238, where there is a 
mistaken reference, in a note, to the Chapter XIII of the first 
edition. 

The re-cast chapters reveal the same strength and the same 
weakness as the unrevised portion of the book. There is the same 
firm grasp of general principles, the same power of compact 
analysis, the same dispassionate and judicial temper. The 
weakness—due to a desire to achieve exactitude and compre- 
hensiveness of statement—is the somewhat clumsy and com- 
plicated mode of presentation, which must render much of this 
“introductory study ” repellent to the class of student for which, 
presumably, it is intended. 

J. LEMBERGER 
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Control of Credit as a Remedy for Unemployment. By J. R. 
BELLERBY. 


A DEMOCRATIC community subsists upon controversy. On 
any practical choice in public affairs upon which a difference of 
opinion exists a decision is reached by way of public discussion. 
The result is that a disproportionate amount of thought is 
directed towards those questions on which division is most acute, 
and on which a decisive conclusion is most difficult to secure. 

A writer who sets out, not to expose differences, but to 
exhibit agreement, may render a very valuable service, both in 
recording the progress made towards the formation of a definite 
and informed public opinion, and also in restoring a due sense of 
proportion. He puts the all-absorbing differences of opinion in 
their place, and gives proper weight to the comparatively 
neglected topics of agreement. 

Mr. Bellerby, a Member of the International Labour Office, 
has approached his subject from this point of view. He has 
attempted “to show that almost unanimity of agreement is 
to be found on certain conclusions of vital interest for the solution 
of unemployment.” As the title of the book indicates, the 
conclusions are in the direction of monetary stabilisation through 
the control of credit. His thesis ‘‘ involves neither the accept- 
ance nor the rejection of any theory of cycles; and there are 
hardly any explanations with which it is entirely incompatible.” 

This independence of particular theories of the trade cycle 
is a condition making for agreement on the practical remedy, 
and among the names that recur in Mr. Bellerby’s pages are 
several that are by no means associated with the monetary 
theory of the trade cycle. 

Readers of the Economic JouRNAL are aware that Mr. 
Bellerby has very definite and reasoned views of his own on the 
subject of credit control. In the present book, in conformity 
with its purpose, he has kept his own views in the background, 
except in so far as they are contained in the necessary comment 
by which the opinions quoted from other writers are related 
together. 

The book is very well done. The agreement revealed on the 
salient principles is not the result of forced interpretations. 
The author understands those from whom he quotes, and 
scrupulously respects their several standpoints. 

The real conclusion is summed up at the end of Chapter VII. 
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“Unemployment is a scourge. If the manipulation of one 
factor in industrial organisation may lead in any way to a 
diminution of this evil, the immediate duty of all concerned 
would seem to be to strengthen this factor where possible, and 
determine the soundest criteria for its use. The discount rate 
is a weapon ready to hand. Its exercise requires no enabling 
legislation, and its application is even now in part controlled. 
How then may it be gripped and used with greater force and 
certainty ? ” 

When Mr. Bellerby turns in Chapter VIII. to ‘‘ Measures for 
Rendering the Discount Rate more Effective,” the material with 
which he works is less satisfactory. Here he is getting away 
from the realm of the academic economist, and the treatment 
is rather fragmentary. He concludes the chapter with some 
observations on the policy, now so much in vogue, of “‘ co- 
ordinating the execution of all work done under public authority, 
with a view to reserving such work as far as possible for periods 
of unemployment.” Mr. Bellerby doubtless felt bound to bless 
this proposal owing to the wide acceptance which it has received 
(by the International Labour Conference among others). But 
that he has some suspicion of its fallacious character is suggested 
by his recommendation of it as “‘ slightly deflationary during a 
boom and inflationary during a depression.” It will only work 
so, however, if the public works are financed, as he suggests on 
p. 112, by a “fund ”’ reserved for the purpose, that is to say, 
an accumulation of idle money. If the works are paid for by 
borrowing during a period of depression there is no inflationary 
tendency, and no improvement in employment. It is, in fact, 
a mistake to suppose that the undertaking of public works is 
an alternative to an expansion of credit as a remedy for unem- 
ployment; it is merely a pretext for expansion of credit, and if 
it is financed otherwise than by inflationary methods it does 
nothing. 

The final chapter of the book is devoted to the need for 
international action, and ends by quoting the Genoa Resolutions. 

R. G. HAWTREY 


Insurance for All and Everything. By Str W. H. Beverines, 
K.C.B. (London: The Daily News, Ltd. 1923. Pp. 40. 
Price 6d.) 

THE risks which social insurance is required to cover are divided 
by the author into five main classes—old age, industrial accident, 


sickness (including prolonged incapacity to work prior to old age), 
GG2 
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unemployment, and widowed motherhood. And it may come asa 
surprise to many to learn how much is already done in this 
country in regard to four of these risks, or how near we have come 
to a complete system. ‘‘ The money,” says the author, “ at this 
moment being devoted to social insurance is sufficient, if properly 
used, to provide not only for present needs, but for all the exten- 
sions of the system now urgently required.” His very careful 
analysis of the position bears out this statement whilst emphasising 
adequately the gaps in, and defects of, existing measures. The 
chief source from which further funds will be forthcoming consists 
in the probable future surplus of the unemployment fund. This 
at first sight appears paradoxical. But the increases that have 
been made in contributions, which now amount roughly to 2s. 2d. 
per week for men and ls. 8d. for women, are already yielding 
a surplus. In nine months the debt of the Unemployment Fund 
to the Treasury was reduced by £4,000,000, and the author 
calculates that under normal conditions contributions should 
yield an annual surplus of not less than £25,000,000. This, it 
may be added, was prior to the extensions of benefit which are 
now before Parliament. 

In these circumstances there are two alternatives, to reduce 
contributions to more normal figures, or to use the surplus to 
extend and complete the system of insurance. Obviously things 
cannot be left as they are, when the debt to the Treasury is 
liquidated. ‘‘ It is all wrong in principle that an unemployment 
insurance fund should make a profit during a crisis of severe 
unemployment. Its funds ought to be based on making a profit 
in good years to meet the losses in bad years; if it makes a profit 
in bad years as well, its premiums are too high for its benefits.” 
The author strongly urges, however, that instead of reducing 
premiums, the anticipated surplus should be “‘ diverted . . . to 
other social purposes,”’ in other words, the re-organisation and 
completion of the system. The existing heavy contributions are, 
as he says, being paid with very little discontent, and this provides 
an opportunity for extending insurance without imposing 
additional burdens. 

At present four of the five main risks are provided for more or 
less adequately. ‘‘ There are obvious imperfections in nearly 
all the existing insurance schemes, as well as gaps between them 
and many minor risks uninsured.” Sickness Insurance appears, 
on the whole, to be the most complete. Unemployment Benefit, 
in the author’s view, needs to be entirely dissociated from the 
Poor Law, to be made universal by bringing in agriculture and 
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domestic service, and to receive certain other modifications. 
One, at least, of these changes is alrealy being dealt with by 
Mr. Shaw’s Bill for the abolition of the “ gap ” between periods 
of benefit. Certain serious defects in the Old Age Pensions 
system are indicated, including the difficulty in regard to the 
means limit. Provision for accident, owing to its limitation to 
industrial accidents covered by Workmen’s Compensation, is 
perhaps the least adequate of all. There is, finally, the one large 
uncovered risk of widowed motherhood. And the author pro- 
poses to utilise the surplus of the unemployment fund, as it 
materialises, to provide allowance to widows with young children, 
and the extension of pensions to cover the period between sixty- 
five and seventy years of age. 

The above criticism and proposals are the result of an admirable, 
if brief, analysis of the existing schemes individually. They lead 
up to the problem of the co-ordination of insurance, which “ means 
simply that the various schemes should for once be looked at as 
a whole.” The author does not favour certain more ambitious 
proposals, such as unification of health and unemployment 
insurance, with a single contribution and a single insurance card 
to cover both. ‘‘ There are serious administrative difficulties 
in having a single card; as a record of contributions and title to 
benefit, the stamped card is wanted at once by the approved 
societies dealing with sickness and disablement and by the 
employment department dealing with unemployment.” What is 
proposed is a provision for two main insurance sections: one to 
cover disablement generally, including all forms of sickness and 
accidents; and the other unemployment, to which will be added 
the payment of pensions from sixty-five to seventy, and allowances 
to widows with children, which he proposes to provide out of the 
surpluses of the unemployment fund. 

For such an arrangement, curious as it may seem at first 
sight, there is much to be said. As the author points out, the 
employment exchanges, which administer unemployment benefit, 
have the organisation for making weekly payments, and are 
responsible for finding employment for the children as they grow 
up. Moreover, the association of these additional payments with 
the unemployment insurance scheme will meet the objections of 
those whose occupations are normally little liable to unemploy- 
ment and so will facilitate the absorption into the scheme of 
agriculture and domestic service. A more doubtful point seems 
to be the tentative proposal to continue the widow’s allowances 
entirely on re-marriage. The children’s allowance should clearly 
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be continued “ for the purpose for which it is given—the care of 
the children,” but the payment in respect of the widow herself 
might fairly be allowed to lapse. 

The author, whilst not generally favouring insurance by 
industry, suggests its utilisation “for adding to the basic State 
benefit as Trade Unions already do,” and this might prove a 
valuable function. To enable the industries to do this, he is 
inclined to favour leaving State benefit ‘‘ at or near ” its present 
figure. This, however, may involve certain risks. For, if the 
existing provision is not fully adequate, it will make adequate 
provision dependent on individual industries and thus some 
might not be sufficiently provided for. 

The system of compensation for accident and industrial 
disease is strongly criticised, as incomplete, as not adjusting the 
benefits to the need (7. e. the number of dependents) except in the 
case of fatal accidents, and as very costly. Till recently, adminis- 
tration (including profits) by the Insurance Companies had 
absorbed 50 per cent. or over of the amount of the premiums paid. 
The Companies have now agreed to voluntary reduction of 
charges, as an alternative to statutory limitation of premiums. 
These, however, will still cover nearly 40 per cent. of the amounts 
received, compared with 8-3 and 13-3 per cent. respectively in 
the case of unemployment and health insurance. The cost per 
case, indeed, is higher in the matter of accidents, but the pro- 
portion of cases to the number insured is much smaller. 

The author has treated the whole subject admirably, making 
clear both the good and the bad features of the present state of 
affairs. His constructive proposals appear to be eminently 
practical and well deserve to be studied in detail by economists, 
business men and all who are interested in social insurance. 

N. B. DEARLE 


The Ebb and Flow of Unemployment. By D. H. Rosertson. 
(London: The Daily News, Ltd., 1923. Pp.23. Price 6d.) 


‘ 


THE subject of this study is the ‘“ cyclical’’ or long-period 
fluctuation in industry, and does not cover that shorter ebb and 
flow within the year which is usually referred to as ‘“ seasonal.” 
Conditions of space and time no doubt necessitated this limitation. 
The study is the revision of an address to the Liberal Summer 
School in 1923, which lasted for forty-five minutes. The fact 
that, with all its brevity, it contains so comprehensive a treat- 
ment of the subject shows that the writer possesses a real grip of 
it; and the treatment itself is clear, interesting and suggestive. 
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The author has added a short bibliography confined to those books 
which deal specifically with the problem of the trade cycle as such. 

The study deals with the causes of, the responsibility for, and 
the remedies for, the trade cycle: on each of which the author 
has something to say. The cause of the cycle is to be found in 
the fundamental conflict between man as producer and man as 
consumer, which is the basis of the fluctuations between thrift 
and enjoyment as well as between the booms and slumps of 
industry. The author appears to regard influences such as 
production in anticipation of demand, and the consequent mis- 
calculations and dislocations, as secondary to this fundamental 
cause. He does not apparently hold the view that cyclical un- 
employment is to be explained by general under-production or 
over-saving, but rather that it is the result, in part, of temporary 
fluctuations between spending and saving. In short, ‘‘ we must 
recognise the real conflicts of interest and impulses to which man 
is subject in his business conduct and seek to restrain him now from 
over-indulgence and now from starvation of those strands in his 
economic nature which give to Western civilisation its character 
of restlessness and of progress.”’ 

In short, the problem is to secure a policy of stabilisation, 
which, whilst preserving the progressive elements in the existing 
system, shall yet remove or reduce to a minimum the unemploy- 
ment which accompanies this progress. The author rightly 
emphasises two points. First, ‘‘ the interest of the workman (in 
stability) is the most certain, the most compelling and the most 
clearly realised by himself; and it is an interest which is not at 
present allowed to pull its full weight on the side of stabilisation.” 
It might be added that the modern theory of profits as “ the 
leavings of wages”’ or as ‘‘the reward for risks,’’ rests on the 
assumption that wages are stable and that profits are paid as 
compensation for “ undertaking ’’ responsibility for general risks 
and instability. Secondly, the author argues that employers 
generally are not sufficiently alive to the need of guarding against 
the risks of the trade cycle. “‘ Cycle after cycle, the majority of 
the so-called captains of industry allow themselves to be caught 
in the trap of the trade boom:”’ and the real advantages that 
would accrue from greater foresight are clearly put forward and 
illustrated by the experience of important American firms. 

Remedies are classified as non-Governmental, semi-Govern- 
mental and Governmental. This subdivision is most interesting 
and suggestive, and reference may perhaps be made to certain 
specific suggestions. The need of greater efforts by private 
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enterprise to guard against fluctuations has already been referred 
to. The author suggests also, as an alternative to restriction of 
output, the provision of State assistance to firms who make for 
stock during slack periods. This is done already by some of 
the best and strongest firms, but may not be feasible for the 
majority. The policy would no doubt require careful safeguarding, 
but is certainly hopeful; and one could wish that considerations 
of space had allowed the author to develop it a little more fully. 
Undoubtedly “ restriction of output in a depression is a poor 
second-best to making for stock.” At the same time, if by 
restriction of output is meant organised short-time, there is 
probably room for improvement in the direction of rendering it 
more regular and systematic. 

Mr. Robertson strongly and ably supports a system of in- 
surance by industries, and deals very effectively with certain of 
the stock arguments against it. It is satisfactory that the trained 
economist lends no countenance to ignorant assumptions of the 
inefficiency of the present national system. He does not appear 
to deal with arguments, such as those put forward by Sir William 
Beveridge, in regard to the disadvantages of splitting up a single 
scheme into many separate schemes and to the cost of separate 
exchange systems, again, possibly, from lack of time. There are 
also certain more fundamental objections. The system will make 
the provision of insurance depend on the conditions of particular 
industries, and thus such provision may be inadequate just where 
it is most necessary. To put the whole responsibility, too, on 
particular trades would place a very heavy burden on the more 
fluctuating industries. 

Moreover, their fluctuations are in part caused by the varying 
needs of the more stable industries, and this seems to justify the 
present system of sharing the risks between fluctuating and stable 
alike. These are important considerations, and though not 
necessarily conclusive, will need to be carefully met in any 
re-organisation of the insurance system. 


N. B. DEARLE 


The Economic Position of the Married Woman. The Stansfield 
Trust Lecture, University of London, 1924. By Mrs. 
H. A. L. Fisner. (Oxford: University Press. Pp. 30.) 


Many of the proposals ably presented in this brief but compre- 
hensive study are founded on, or at least derive support from, the 
postulate which is summarily expressed as “‘ equal pay for equal 
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value of work.” In accordance with that principle there is arising 
‘a demand that married women should have some definite right to 
a definite payment for their work in the home, a definite claim upon 
some portion of their husband’s earnings.”’ The influence of the 
fundamental postulate is traceable also in the protest against the 
general feeling that married women should not take paid employ- 
ment. ‘‘ What the thinking woman more and more strongly 
objects to is that she should be considered incapable of judging for 
herself whether it is or is not right for her to take paid employment. 

The primd facie “‘ obvious justice ” of equal pay for equal value 
of work is met by the consideration that ‘‘ popular feeling is apt 
to be outraged because the ordinary average man instinctively 
expects to earn enough to enable him to rear some children, 
whereas the ordinary average woman does not expect to be 
responsible for the economic cost of maintaining the race.” 
Justice would be perfectly satisfied, and competition might have 
fair play, if some system of family endowment were adopted. 
The economic position of married women would in many ways be 
improved if the fifty per cent. or so of workers who are bachelors, 
widowers or married men with no dependent children, were to 
receive, or at least to retain for their own use, a smaller wage, the 
difference being employed to provide allowances for children. 

Many advocates of family endowment do not go beyond this 
point. But to a mind like our author’s conversant with the causes 
and effects which form the subject of economics difficulties occur. 
There is first the question of money. There is required an annual 
sum of, say, a hundred and fifty millions, and “in our present 
financial condition, even if we had the most extreme of Socialist 
governments in power, it seems impracticable that the State 
should provide what is required.” ‘It is difficult to believe in 
any immediate prospect of the State endowment of families.” 
Other schemes throw the burden of supporting the children on 
industry. ‘‘ There should be, it is said, a tax upon employers who 
would be able to pay a considerable sum because the standard 
wage would be based not upon the needs of an average family 
but upon those of an average couple, and the burden of the 
wages bill would thus be much diminished.” Mrs. Fisher points 
out some disadvantages in this scheme ; for instance, the addition 
of a considerable sum for collection and distribution. To us there 
occurs a more fundamental difficulty—the doubt whether the 
fifty per cent. of wo: kers whose standard wage was being lowered 
to a sensible extent ould acquiesce in this method of reducing 
the burden of the w:es bill. 
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A further difficulty arises when we consider how the fathers of 
families would be affected by the system of allowances. ‘ Man is 
as idle as he dares to be.” ‘“‘ Suppose that he is no longer obliged 
to provide for the maintenance of his children, or at least that the 
allowances maintain the children of the average man... will 
there not be a considerable danger that the average man will not 
continue to work hard?’’ We are confronted with the old 
antinomy that measures for the improvement of distribution are 
apt to be attended with a diminution in the product which is to be 
distributed. 

Again, ‘‘ what effect would a scheme of family endowment 
have upon the birth rate?’’ Would it “ encourage the parent- 
hood of those who at present tend to have few children. Or 
would it tend to encourage early marriage and large families 
among those who racially are not likely to produce a high quality 
of offspring ? ”’ 

Altogether “far-reaching schemes such as that for family 
allowances still need a very great deal of thought, consideration, 
and indeed research before they can be said to be ripe for action.”’ 

Mrs. Fisher has contributed much to the needed thought, 
in particular by her masterly confutation of a belief to which she 
attributes much of the prejudice against the work of married 
women: the “ fallacious, unfortunate but immensely widespread 
belief that there is only a certain amount of work to go round, and 
that if one person takes a job another loses it.”” Mrs. Fisher argues 
well: ‘‘ Economically it is sheer waste to turn a skilled teacher or 
designer or writer or singer into an unskilled housekeeper.” . . . 
“ Tf she gives up her work and takes to domestic life she is equally 
keeping some one else out of a job. Some one less efficient than 
she does the work which she did before her marriage, she does work 
which some other woman could do better.” 

There are doubtless other prejudices destined to succumb to 
powerful logic of this kind. But perhaps we ought not to wish that 
the triumph of reason should be easy, the resistance of instinct 
weak. It is a deep saying of our author with regard to a pre- 
judice which she is combating: “ Part of the prejudice .. . is 
perhaps due to an instinctive desire to preserve the well-being of 
the race.”’ In seeking to reform institutions relating to family 
life there is a danger of rooting up wheat along with tares. It is 
true, as our author says, that “‘ ideas which were once considered 
revolutionary are now quite respectable and commonplace.” But 
there are also revolutionary ideas which have seemed reasonable 
to great minds—Milton and Shelley for example—and yet are not 
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regarded as respectable, and, if carried out, would probably be 
disastrous to society and the race. 

If reason is deceptive let us turn to experiment. ‘‘ It would 
be interesting to see the scheme tried in some such self-contained 
sphere as that of the teaching profession. . . . Even here it would 
clearly not be easy, in view of the scaling down of the pay of men 
teachers who were not parents which would certainly be necessary.”’ 
The masters would no doubt protest that they were not the 
proverbial vile corpus, but a Body required for the education of 
male youth. Education would suffer if men are deterred from 
undertaking it by the differential treatment of this occupation. 
The objection at least suggests that an experiment on a particular 
industry is not conclusive as to the results of the scheme if 
adopted in all industries. 

Experiment as well as reasoning must be interpreted with 
caution. F. Y. EDGEworTH 


Democracy and Labour. By F. C. J. Hearnsuaw. (London : 
Macmillan & Co. 1924. Pp. xvii—274. 8vo. 10s. 6d.) 


Tus is a ‘“ sequel” to a ‘ rather long book” published in 
1918 which was “not intended” to “ please everyone.” Yet, 
the author claims, critics, dissenting from the “opinions” of 
Democracy at the Crossways, ‘‘ did not attempt to impugn the 
accuracy of its statement of facts.” As one result he “ was 
invited to address large assemblies of working men up and down 
the country ’—an instructive as well as instructing tour from 
which, we are rejoiced though not surprised to note, he “‘ came 
back to London with the conviction that Socialism and its off- 
shoots have no real hold on the English working man, and no very 
strong hold on the working man of Scotland and Wales.’”’ In the 
course of his journey he was asked to arrange for a “ cheap popular 
edition” of the earlier book, and the present volume is the 
consequence. It is, he writes, ‘‘ an entirely new and much shorter 
work, embodying the main conclusions ” of the former treatise. 
That, we may be allowed here to remark, we read with much 
interest and warm appreciation. But it also incorporates a 
“large amount of fresh material.” It has had the advantage of 
the “keen discussions’ following its delivery as a course of 
lectures to audiences of ‘‘ Trade Unionists and others.” 

It is divided into an Introduction, four Parts and an Epilogue. 
The parts deal, firstly, with democracy, and, secondly, with 
labour, treating, shortly but clearly, of the meaning, method and 
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machinery of the former, and of the position, problems and policy 
of the latter. In two more parts the “ false lights” of both are 
closely scrutinised under the headings of socialism, syndicalism 
and anarchism, and the “true way of progress ’—political and 
constitutional, economic and social, and moral and religious—is 
pointed and followed. In an epilogue the author reaches the 
sensible, catholic conclusions that the world has need both of the 
“ free individual ” and of the “ organised community,” and that 
there is no antagonism between the former and the democratic 
state, while, as the first requires the second, so the latter demands 
the “large community of humanity.” But nevertheless, he 
affirms in his preface, he is “ concerned to defend constitutional 
method against ” that “ of direct action,” which has no title to be 
deemed democratic, and he pleads powerfully for ‘‘ personal 
freedom, individual enterprise, and private property, as against 
the communistic proposals of Socialists, Syndicalists, and 
Anarchists.” 

As we have hinted, we agree with Professor Hearnshaw’s 
general standpoint, and our differences are limited to some details, 
such as his final dismissal of tariffs and proportional representation. 
We consider his book opportune, and should attribute its success 
largely to its firm definite thought, lucid trenchant language, 
attractive arrangement and logical consecutiveness. A confirmed 
proneness to sure, even dogmatic, guidance, an instinctive and 
inveterate fondness for sharp dichotomy and neat, exact sub- 
division, an easy command of a rich vocabulary, if it be preponder- 
antly that of aversion and of censure, are qualities which, with all 
their defects, must be welcome in popular exposition. We can 
pay no higher compliment than to say that in following with 
pleasure this alert, persuasive probing dialectic we have been 
reminded more than once of the mental posture, the reasoning 
habit and the argumentative weapons of the late Professor Dicey. 
We could give many examples of what we mean from these lively, 
albeit serious, pages; but we would draw special attention to the 
ingenious illuminating application of the recognised conditions 
of successful democracy to the ambiguous problem raised by 
the claim of labour to the “ control ”’ of industry, and to the damn- 
ing proof of the recent failure in practice of the latest variety of 
socialistic speculation—namely, guild socialism. That failure, 
it may be added, has, significantly enough, just been gloomily 
admitted by its chief evangelist. Mr. Cole, described here 
typically, though perhaps not without reason, as “‘ one of the worst 
exemplars of anti-social and irrational intellectualism,” has 
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indeed, in these last days, disgruntled, it would appear, by the 
crude experience of an actual “‘ Labour ’”? Government, embraced 
his own favoured variety in common spleen anent the immediate 
discomfiture of socialism and socialists of all the warring sects. 
Our author is, too, felicitously deft in turning more than once to a 
purpose the contrary of that intended by its user the language of 
Mr. Tawney. This he applies with apt adroitness, not to that 
“ capitalistic system,” boastfully pronounced as sick to death by 
reason of its ‘‘ acquisitiveness,”’ but to the socialistic régime which 
such vain physicians would establish in its stead. He is dexterous, 
but he is surely right, in urging in reply to some specious empty 
phrasing that in hard real fact the making of private profit must 
as a rule involve the rendering of public service, and the suggestion 
is not without weight that the existing order is deprived of its 
fair chance by the persistent nurture of an animus against it 
begot by the illegitimate ascription to it alone of all the ills from 
which we suffer now and of none of the benefits which we con- 
fessedly enjoy. With such egregious bias he justly charges 
astute advocates like the Webbs. 

He himself, however, remarks, correctly, that “in any con- 
troversy to deny all merit to one’s opponent is a mistake: it is 
probably a fallacy in fact: it is certainly an error in tactics.” 
We cannot rid ourselves of the misgiving that he himself has not 
avoided wholly this mistake, in spite of his frank recognition of its 
frequency. It is true that he promptly proceeds to allow to Social- 
ism the “‘main merits” of ‘“ vivid description”’ and “ passionate 
appeal,’’ though these are accompanied by the “ chief defects ”’ 
of ‘‘ false diagnosis and quack remedy.” But for all his laudable 
profession, with much of his just performance, we still feel that 
such multiplied reiteration of damnatory epithet tends to lose its 
force with, if it does not weary or disgust, friendly listeners of 
warm argument; and, while we are far from denying that “ plain 
speaking ”’ on vital questions is an urgent need, it is, we judge, 
a disputable surrender to seducing alliteration to describe Christian 
Socialism as the “ vain illusion of a small band of bamboozled 
bishops, perverted priests, and confounded curates.”’ To say 
again that the members of Trade Unions and Co-operative Societies 
are “trained to practices which embody the very ethics of Hades ” 
is not, it may be, over-coloured as an account of the “ class war,” 
but, as a substitute for the place which the Professor’s “ plain 
speech ” might be expected to have small scruple in mentioning, 
the reference involves dubious theology, if it be not a mistake. He 
falls indeed into a natural error in writing of Mr. Montgomery, 
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to whose informing book he complimentarily alludes, as an 
American and not, as what he is, a Swede; but he should, we 
think, have been more scrupulously careful in his text to adhere to 
the correct practice of his list of books and index in recognising 
the joint authorship of Mr. and Mrs. Webb. He rightly 
stigmatises as biased pamphleteering rather than trustworthy 
narrative the account of the Osborne judgment in the new 
edition of their History of Trade Unionism. He has, we judge, no 
liking for magisterial delivery by them of a whole new constitution 
for this country which, as we have recently learnt, led Lord Morley 
to bestow the epithet of “clever,” carrying, as we are also told 
expressly, no commendation from him but the reverse. Finally, 
we may be hypercritical, but we must confess that we are not 
attracted by the word “ acerbate,” which, the Concise Oxford 
Dictionary states, is “‘ sometimes used for exacerbate,’ and we 
would venture to suggest “‘embitter.” 

But we mention this small blemish because, rightly or 
wrongly, it seems to us characteristic, if due, not to affecta- 
tion, but to straining for effect. We would repeat that our 
general attitude is that of grateful praise and not of petty fault- 
finding. We are glad indeed that so useful and so opportune, so 
skilful and informed, a contribution as the book before us should 
be made to the wise, forceful discussion of our present problems ; 
and we welcome, as we admire, the bold, sane declaration that 
the “hope of the human race rests not in Socialist Utopias, 
or Syndicalist Bedlams, or Anarchist Pandemonia, but in the 
preservation of Western civilisation and in the development of 
such polities as that of the British Empire.” 

L. L. Prick 


The Standard of Inving: Elements of Consumption. By NEWEL 
HowLanp ComisH, M.S. (New York: The Macmillan Co. 
1923. Pp. xiv + 340.) 

Tue reader who follows Professor Comish through this little 
volume will gain some useful advice on questions of daily life as 
well as information on the habits, customs, resources and legisla- 
tion of the United States. Some of the advice is not new, as e. g. 
that good habits of eating, of drinking, of sleeping and of thinking 
build up the body as the sunshine and rain build up plants; that 
a nation weakens itself by wasteful consumption; that the lure 
of advertisements should be resisted, and that everyone should 
save a portion of his income and invest it in gilt-edged securities. 
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The reader is taken exhaustively through alternative methods of 
satisfying his daily needs: the purchase of goods direct from the 
farmer, from Department Stores, Chain Stores and Mail Order 
houses. The benefits of co-operative buying are given due 
weight, but against these advantages must be set the fact that 
Co-operative Stores in the United States have generally failed. 

The book has grown out of a course of lectures given annually 
at the Oregon Agricultural College, and is elementary in scope 
and treatment. Questions and exercises for students are set at 
the end of each chapter. The illustrations are attractive and 
some of the statistics novel and interesting. The result of an 
investigation into the motives which prompted 200 junior 
women students to buy a new dress are compared with results 
similarly obtained from men. If the evidence of introspection 
is to be trusted, the motives differ but little in the two sexes. 
In a detailed discussion of workmen’s budgets, official statistics 
are quoted to show that the majority of working-men’s families 
of average size live in dwellings which furnish approximately one 
room per person. The standard workman’s budget provides, 
inter alia, for a life insurance premium sufficient to pay a $5000 
policy for the head of the family—this was considered an absolute 
minimum. 

Nevertheless Professor Comish, like many of his compatriots, 
is concerned for the resources of the United States, and anxious 
lest the high standard now enjoyed by the working classes may 
prove impossible to maintain. He advocates a postponement of 
immigration sine die, and thinks it would be decidedly advisable 


for the United States to limit its population. 
H. REYNARD 


The Trust Problem in the United States. By Exttot Jonzs, Ph.D. 
(New York: The Macmillan Co. 1922. Pp. xx + 598.) 


StupeEnts of the trust movement in America are so familiar 
with, and so attached to, their “ Jenks ” that they will find it at 
first somewhat difficult to welcome a new-comer to the field. 
It must at once be said, however, that the Professor of Economics 
in Stanford University has written a very good book, in which, 
while necessarily having to traverse a good deal of the ground 
covered by his predecessor, he maintains a sufficient independence 
of attitude and outlook to make his work a useful complement 
to the volume which is on every one’s shelves. It is clearly and 
concisely written, and while, on the whole, the author is a critic 
rather than an approver of “ big business ’’ and its methods, his 
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treatment of his subject is eminently fair. It is apparent, on 
every page, that his object has been, first, to ascertain the facts, 
and, secondly, to set them forth without bias. 

Professor Jones does not attempt to cover the whole territory 
of industrial combination. He excludes pools, trade associations, 
and other organisations possessing only a temporary control 
over industry, and also ‘‘ monopolies (whether railroad or other) 
in the so-called public service industries.” In his own words: 
“A trust (industrial monopoly) may be said to exist when a 
person, corporation, or combination owns or controls enough of 
the plants producing a certain article to be able for all practical 
purposes to fix its price. Control over the price is the funda- 
mental test of monopoly; it is its essential and characteristic 
feature. Just what percentage of the business must be handled 
by a trust in order that it may be able to determine the price of 
a given article cannot be stated with precision, yet it seems fairly 
certain that as a general rule the production of from 70 to 80 per 
cent. of the national supply, and possibly even less, is quite ample 
for price control” (p. 1). He then proceeds in the first chapter 
to define the various kinds of industrial organisation, and devotes 
three chapters to the history of the early pools and selling agencies, 
the trustee device, the holding company, and the consolidation 
or merger. The next six chapters contain an examination of 
six typical monopolies—the Standard Oil Company, the American 
Sugar Refining Company, the American Tobacco Company, the 
United Shoe Machinery Company, the United States Steel 
Corporation, and the International Harvester Company. The 
history of each of these organisations, the reasons for its formation, 
its methods, its effects on prices and profits, and its relative 
success or failure are all discussed. 

Next comes a chapter dealing with the effects of trusts on 
prices, treated partly historically and partly theoretically. The 
general conclusion is that: ‘“‘ The foregoing considerations make 
it evident that the price policy of the trusts has been less grasping 
than might have been expected of an agency formed largely 
for the express purpose of suppressing competition. They also 
demonstrate that though there are certain forces at work to safe- 
guard the public interest, these forces are not adequate of them- 
selves, since they do not prevent the trusts from charging prices 
higher than the public would pay under competitive conditions, 
assuming that industry is as economically conducted under the 
latter state as under the first” (pp. 281-282). The twelfth 
chapter discusses the part played by promoters in the formation 
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of trusts, with the result that ‘‘ the conclusion would appear to 
be abundantly justified that the prospect of securing promotion 
profits has contributed markedly toward the formation of numerous 
trusts. It played a lesser part, however, than the hope of achiev- 
ing monopoly prices ” (p. 299). 

The author then passes on to the relations between the trusts 
and the public, a long history of the efforts of courts and legisla- 
tures to curb the powers of the great combinations and restore 
the assumed advantages of competition. Successive chapters 
deal with the common law relating to combinations and trusts, 
trust legislation to 1914, the trust legislation of 1914, the Webb- 
Pomerene Act (legalising combinations for export trade), judicial 
interpretation of the Sherman Act, and trust dissolution proceed- 
ings. The last two of these chapters are of the highest value. 
We note the gradual modification of the Sherman Act, which 
brought all contracts in restraint of trade within the purview of 
the courts, by the evolution of the doctrine of the “ rule of reason,” 
so that only “ unreasonable ”’ restraint became an offence. Trade 
union action was also brought within the Sherman Act, and 
although the Clayton Act of 1914 expressly excluded it from anti- 
trust legislation, we must point out that subsequent legal pro- 
ceedings have cast some doubt on the efficacy of the later Act. 
The Clayton Act also struck at price-discrimination (but under 
provisos which seriously limit its application), at sales to which 
conditions are attached, at holding companies, and at inter- 
locking directorates. The Trade Commission Act, also passed 
in 1914, penalised “‘ any unfair method of competition in com- 
merce.’ Professor Eliot Jones appears to have written in 1919- 
20, and perhaps that explains why he does not deal at any length 
with the work of the Federal Trade Commission in the suppression 
of these unfair methods. Examination of the volumes of reports 
of proceedings that have been issued since 1919 shows that the 
vast majority of the cases are for offences that are punishable in 
sritish courts without any fuss; they include chiefly infringement 
of trade-marks, bribery of competitor’s employees, passing off 
worthless goods as valuable, untrue advertisements, and the like, 
with a few cases of boycotting which our courts might or might 
not restrain according to circumstances. 

Those who have ambitions to legislate against trusts should 
study closely the accounts of trust dissolution proceedings in 
Chapter XVIII, and observe how much more dissolution is an 
economic than a legal problem. ‘To unscramble eggs” is 
notoriously difficult, and the dissolution of the oil and tobacco 
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trusts was really farcical and that of the harvester trust not 
much better, but in the powder, cash register, harvester, glucose, 
meat, lamp, and can cases the courts retained jurisdiction after 
they had issued their judgments, so that they might be able to 
modify the decrees if they proved to be inadequate. Summing 
up, our author says in the concluding chapter of his book : “‘ What 
has been the result of all this agitation and legislation and 
prosecution? It would appear that much has been accomplished 
toward placing business on a higher moral plane. Fair methods 
of competition in commerce have been promoted, and the policy 
of the oppression of competitors has been moderated in response 
to public opinion and to fear of the law. Moreover, many 
concerns have reorganised their affairs to meet the wishes of the 
prosecuting branch of the Government. Furthermore, still 
others have been forced by court decrees to dissolve into a number 
of potentially competitive units, and have been enjoined against 
the employment of sundry anti-social tactics. Yet the fact 
remains that the onslaught on trusts has met with only a partial 
success. Trusts have been dissolved, to be sure, yet in most 
cases haltingly and ineffectively; and competition continues to 
be restrained despite the prohibitions of law and the pressure of 
public opinion ” (pp. 562-563). 

For the sake of continuity in this notice two chapters have 
been passed over and can now receive only brief attention, 
though they deserve close study. Chapter XIX deals with the 
anticipated economies to be realised from the trust form of 
organisation, and concludes that, while more evidence is necessary, 
“it must be admitted that the showing of the trusts has not 
realised the high hopes that were entertained for them upon their 
formation about a generation ago” (p. 541). The following 
chapter deals with the regulation of price, and is well calculated 
to make the reader hesitate more than once before becoming a 
believer in the efficacy of this device. 

A very full table of contents, a sufficient index, and a biblio- 
graphy of principal books on the subject add to the usefulness of 


this book. 
Henry W. Macrosty 
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Labour in Indian Industries. By G. M. Broveuton, O.B.E., 
M.A., D.S.(Econ.). (London, Bombay, Calcutta, Madras : 
Humphrey Milford, Oxford University Press. 1924. 
Pp. vii + 214. Price 9s. net.) 

Welfare. Vol. Il. January-June. (Published monthly; 91 
Upper Circular Road, Calcutta. 1924.) 


Dr. Broveuton’s study of labour conditions in factory and 
mining industries cannot but be painful reading to anyone 
conscious of responsibility for the welfare of India. Her 
exceptional opportunities of inspecting factories in England 
during the war and in India after the war have enabled her to 
select from the mass of official reports and standard works the 
essential facts of Indian conditions; and these facts, presented 
largely in precise statistical form, need no emphasis to impress 
them indelibly on the mind. 

The first half of the volume is mainly descriptive and 
statistical. After outlining the salient features of village life and 
employment, the experiences of the labourer leaving his village 
and starting factory work in the town are portrayed. “He is 
but a unit among many and has no idea who his master is. All 
he knows is that he is under the immediate supervision of a 
foreman who has the power to dismiss him. In a great many 
factories he receives no wages until he has worked a month or 
six weeks, and his wages are always in arrears. .. . He has 
come from his village because he was short of money, and on 
arrival at the factory finds that he has to begin by borrowing at 
an exorbitant rate.” “If ill or absent from work, instead of 
meeting with kindly solicitude about his welfare, he finds that he 
has rendered himself liable to a fine.”” Of life outside the factory 
something may be inferred from the returns of infantile mortality 
in 1923. In England the deaths of infants under one year were 
80 per 1000, in Bombay city they were 556, in Calcutta 386, in 
Madras city 282. In 1921, in Bombay city 66 per cent. of the 
population were living in one-room tenements with an average 
number of four persons in each. The Municipal Commissioner 
reported that in 1920 more than 75 per cent. of the total births 
occurred in families limited to the occupation of a single room or 
a portion of it. The mortality rate among infants born in these 
conditions was over 88 per cent. 

Agriculture is the main occupation of the people of India. 


In Bengal 94 per cent. in 1911 lived in villages and carried on 
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rural occupations. In all India the population of towns with 
over 100,000 inhabitants formed only 2-2 per cent. of the total. 

In the latter half of her book, dealing with conditions of em- 
ployment and ameliorative measures, Dr. Broughton shows that 
there is a great awakening to a sense of the need for Government 
action. The legislation carried through in ratification of the 
Conventions and Recommendations passed at the International 
Labour Conference under the League of Nations in 1919 would be 
encouraging but for one unfortunate drawback—the almost 
total absence of any guarantee that means will be provided for 
administering the Acts effectively. 

Dr. Broughton concludes a section on ‘ Action by Social 
Agencies’ with the remark that ‘the chief needs of the 
industrial classes are what all these Societies in various ways are 
trying to provide: education, medical aid and co-operative credit 
and stores.’ She shows that the determination of the immigrant 
worker in factories, mines or tea-gardens to retain his footing in 
his village is largely responsible for the terrible housing conditions 
in the cities. The great importance of this contact with city 
populations on the villagers themselves, whether stationary or 
migratory, in its effect on their views of caste and authority, is 
clearly shown. Perhaps some student of English history will do 
a service to Indian leaders by presenting a study of the growth 
of our small villages into small urban districts. 

The new monthly Welfare, now in its second year, aims at 
interpreting the practical side of nationalism and at creating 
‘a healthier, wealthier, happier and stronger India.” In a 
paper on “ Rural Health Service”? (Jan. 1924), read before 
the Calcutta Social Service Conference, Dr. D. N. Maitra 


advocates the training of a special class of rural medical helpers or 


health workers. He points out that in Great Britain there is one 
Health Officer to 10,000 persons, and in Bengal one to a million. 


His proposal is to create a grade “‘ which will be most needed for 
x 5 


the vast population—95 per cent.—that live in rural areas and 
form the backbone of the nation, there being but one town to 
1000 villages.” ‘‘ This scheme would give a scientific and more 
up-to-date training to those people who would otherwise flourish 
as quacks. For instance, in one district (Malda) it has been 
estimated that 800 quacks (men and women) flourish in a popu- 
lation of only 20,000 and all more or less making a living.” In 
a second paper (Feb. 1924) he advocates “ travelling social 
welfare camps,” with “a band of workers consisting of an 
enthusiastic doctor, a qualified and educated midwife and nurse, 
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a group of singers, some of whom would make good lecturers and 
demonstrators, and a few extra hands if necessary, with the 
necessary paraphernalia.” In an article entitled The Economics 
of Charka (May 1924) M. N. Roy subjects to severe criticism the 
economic theories of Dr. P. C. Ray, one of the promoters of the 
campaign for the revival of the hand-spinning and weaving 
industry in every village. ‘‘ The theory that under any circum- 
stances home-spun and hand-woven cloth can be produced for the 
entire community without running into competition is proved 
economically false.” ‘“‘ The overcrowding of land, which is the 
basic cause of India’s economic bankruptcy, should be relieved by 
the growth of industries which will provide employment to the 
millions who are to-day eking out a miserable existence upon 
agricultural wages.” 
Ciara E. CoLiet 


Bankers and Credit. By Hartitry WitHers. (London: Eveleigh 
Nash. 1924.) 

A WELCOME is due to this, the latest addition to the well-known 
series of works by Mr. Hartley Withers, on the theory and practice 
of money and all that pertains thereto. The author’s object is 
frankly popular—not so much to proclaim a new gospel as to 
advocate a return to the old dispensation, to recall ‘‘ what 
happened to our monetary system during and after the war,” to 
discuss some of the criticisms levelled at and reforms proposed 
for it, and finally to justify the faith that is in him, that the first 
thing to do is to get back as soon as possible to the gold standard 
“on the pre-war basis.”’ 

The book falls into two parts. The first describes the pre-war 
monetary régime ; the nature and consequences of the disturbance 
flung into its placid flow by the war; the Holden scheme and 
Cunliffe Report; the post-war inflationary boom, which took 
place notwithstanding the advice of the bankers; and the collapse 
and its causes. The second part examines critically, but not very 
deeply—the scope of the work does not admit of this—several of 
the most advertised, if less authoritative, suggestions for reform, 
and concludes rather abruptly that index numbers et hoc genus 
omne are best left to the “learned gentlemen who understand 
these matters,” in the pious hope that they may some day succeed 
in elaborating a scheme of reform that will be generally approved 
by these same seigniors and will be free from the trammels and 
dangers of official control, and that in the meantime they would 
do well to subscribe to the creed indicated above. 
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Put briefly, Mr. Withers’ point of view is based on that of the 
Cunliffe Report, to which he gives his entire approval. He 
admits defects in the old régime, but submits that it is better to 
bear the ills we have than fly to others that we know not of. Not 
that he would rule out all possibility of improvement in the 
future, but for the present the old way is safest, because we know 
it. And after all it worked. In this conclusion most people will 
agree with him. 

While we may thus give a general assent to the author’s 
conclusion, we may still differ from him on particular points. He 
will have nothing to do with a system which admits of official 
control, though he does not always discriminate between the 
trained Civil servant and the politician. They made mistakes, no 
doubt; but mistakes made in the stress and hurry of war would 
not be equally likely to occur in the calmer paths of peace. 

He is also opposed to other methods of control, even by the 
Bank of England, because “‘ Parliament would certainly claim 
the ultimate right of control.” But would they get control now 
any more than previous to 1914? 

In rebutting proposals to regulate our principal currency, 
credit, by the bank rate, Mr. Withers relies a good deal on the 
failure of a rise in the rate in 1919 and again in 1920 to restrict 
the volume of credit, and, on the other hand, on the failure of a 
fall in the price of money to maintain this volume in 1922. Before 
the war change in the bank rate was used effectively to control 
the amount of money in the country, and through that the level of 
prices and the rate of exchange, though even then the Bank had 
to supplement this method by calling money in from the market. 
This plan, whether in its simple or its compound form, would have 
failed had the market been able, in its straitened circumstances, 
to replenish its stock of gold at less than the official rate, by 
resorting to Dr. Trismegistos, the alchemist of Golden Lane. 
This is in effect what is happening now. The fates which preside 
over the destinies of the currency note play the part of benevolent 
alchemist, but subject to the control of a higher power in the 
possession of anyone who can wave in their faces a maturing 
Treasury bill. Exorcise this power and control by bank rate 
becomes possible, though its operation will be strengthened if 
simultaneously the Bank can alter the amount of money at the 
disposal of the market. 

And as to credit, this is an elastic term. We want to know 
much more about the names in which the expanded credit of 
1919-20-21 was recorded, before we can reason about it with 
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any certainty. Much of it was undoubtedly in the hands of 
consumers, for retail prices went on rising for months after the 
peak had been passed for wholesale. These consumers were in 
great part returning troops who were spending their war 
gratuities and back pay. Another portion belonged to Germans 
and other foreigners who were increasing their balances in this 
country at this time. 

Mr. Withers approves the finding of the Cunliffe Committee, 
that notes should be issued against gold in the ratio one to one, 
instead of three to one, as recommended by Sir Edward Holden, 
because it would be necessary to withdraw three million pounds in 
notes before one million could be exported in gold. He thinks, 
with the bankers, that the City would be more apprehensive of 
this possibility. The arrangement would, however, cut both ways. 
The effect of exporting a third of a million of gold on the amount 
of money in circulation, on prices and on the exchange, would be 
the same as that of one million on the one to one ratio. What 
should be compared is the effect of exporting a million in the one 
case with that of three millions in the other. Further, is not the 
fear of panic excessive? Was it not one of the great lessons of 
the war that the City’s nerves were able to withstand shocks in a 
way no one would have believed possible eleven years ago; 
that even natives of countries in a backward state of economic 
development were prepared to replace barbaric by more developed 
currency systems, if only they were educated up to them? In 
brief, if their confidence was won. The unforgivable sin of which 
inflating Governments were guilty was that they abused this 
confidence. 

J. I. Crate 


Russian Debts and Russian Reconstruction. By Leo Pasvoisky 
and H. G. Movtton, with the aid of the Council and Staff 
of the Institute of Economics. (London: McGraw-Hill 
Publishing Co. 1924. Pp. xiii + 247.) 


Tuts little volume comes as a successor to Messrs. Moulton 
and McGuire’s Germany’s Capacity to Pay. It consists chiefly of 
a careful analysis of Russia’s pre-war trade balance and foreign 
debt liabilities, followed by a dispassionate attempt at esti- 
mating the export requirements for mecting the interest on pre- 
war and war indebtedness and the possibility of Russia being 
able eventually to meet these requirements on the basis of a 
modest series of reconstruction loans amounting to £300,000,000 
sterling. 
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The bulk of Russia’s State debt was from the beginning in- 
curred for political reasons and was from the beginning foreign- 
held. (Obviously any internal debt has been swamped out of 
calculation by inflation.) Russian bureaucrats, pre-war, seem 
to have been obsessed by the problem of maintaining an adequate 
export surplus to cover interest requirements, and raised loans 
for railway and similar developmental purposes mainly as a 
means of making larger exports possible. The authors of this 
book seem to have allowed themselves to become somewhat 
infected by the bureaucrat’s way of looking at things. ‘‘ The 
deficiency of the export surplus explains why it was necessary 
for Russia to borrow continuously in foreign markets ”’ (p. 32). 
One is reminded of the policy of a President of the Reichsbank 
who found it necessary to print notes continuously in order to 
catch up with a rising level of prices and a consequent currency 
shortage. Naturally, the export surplus never was enough, 
especially in the years when the Government was borrowing a 
lot to fill the gap. 

Though our authors’ discussion “‘is intended to be neither 
a prophecy nor a program” (p. 3), they analyse a suggested 
programme in seeking to decide what measure of export expan- 
sion is possible to enable interest to be paid on the old loans 
together with that on the proposed reconstruction loan of 3,000 
millions of gold roubles. This again seems to have in it a touch 
of the Russian bureaucrat’s pre-war idea of the situation— 
though, in view of the probable attitude of business readers 
and political readers, the discussion of such a programme is 
perhaps inevitable. Probably most English readers—though not 
perhaps French investors—would be prepared, after some study 
of the statistics so lucidly presented. to class Russia’s pre-war 
as well as her war-time borrowings among our hopelessly bad 
debts; and would be content with the prospect of investments 
in this dark half-continent that could be depended on to yield 
merely average returns. One would have to take a very high 
view of the capitalistic morality of Russia, even under “a re- 
sponsible Government accepting the principles which ordinarily 
govern economic relations among civilised nations” (p. 169), 
to hope not merely to get the 8 per cent. suggested as interest 
on the reconstruction loans, but also to evoke some £30,000,000 
on pre-war and some £35,000,000 on war debts. Possibly the 
authors, if they were propounding a programme of their own, 
would themselves advocate the use of the sponge for existing 
indebtedness. “If Russia’s war and pre-war debts had been 
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obliterated along with the economic system which the pre-war 
borrowings helped to create, there would be some tangible basis 
for reconstruction credits; but taking conditions as they stand, 
there is no income foundation on which to build” (p. 150). 

Unless and until a capitalistically minded Government 
appears on the scene, it looks as if Russia is doomed to remain 
a second China, with a less fertile soil and a less intelligent and 
thrifty agricultural population—a population always expanding 
up to the limits allowed by temporary economic conditions, and 
unlikely ever to produce more than satisfies from day to day 
an Oriental standard of life that makes no adequate provision 
even against the inevitable evil of recurrent famine. To hope 
to obtain from such a population interest payments on wasted 
borrowings of the past seems to call for an uncommonly robust 
optimism. The joint authors, however, are not definitely 
committed to any such confession of faith. 





L. ALSTON 


Co-operative Movement in Russia. By E. T. Buiane. (New 
York: Macmillan Company. 1924. Pp. 324.) 


Tue author, who is evidently a co-operative enthusiast, gives 
a very interesting and informing account of the efforts which 
have been made to develop co-operation in Russia. 

Beginning with a brief historical survey of the rise of Russian 
industries and early co-operative experiments, the book goes on 
to describe in considerable detail the varying fortunes of different 
types of co-operative organisations in the Russian Empire from 
the beginning of the twentieth century. The treatment meted 
out to the movement by the different Governments is explained, 
and this clearly reflects the mind of those in power at the time 
towards political and economic issues generally. Under the Czar 
it appears that Co-operation received encouragement in some 
directions and was restrained in others. Officialdom evidently 
did not like the idea of the movement becoming too powerful, 
and it therefore discouraged activities in the direction of All- 
Russian centralised co-operative organisations. Whenever the 
movement looked like getting a bit out of hand along these lines, 
steps were taken by decree or administrative action to impose some 
check. Such regulations were enacted as that ‘‘ The co-operators 
could only discuss questions as were stated in the agenda and 
approved of by the police,” or again, “The Mayor of the City as 
well as the Governor of the province had the right to order 
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liquidation of the Society.”’ In such a relatively poor country as 
Russia credit Societies were naturally an important feature, 
but the Government ‘“ did not allow any union of the various 
credit Societies.” 

In 1908 the first All-Russian Co-operative Congress was 
convened at Moscow, but “‘ The Government, hostile from the 
very first, finally interfered and dissolved the convention.” The 
movement, however, could not be held back, and in 1913 a Congress 
was permitted subject to a Government official acting as chairman. 

After the Revolution and under the Kerensky régime, Co- 
operation evidently had friends in power, for the Government 
gave numerous concessions to co-operators and passed legislation 
favouring them, with the result that the movement made great 
progress, and Consumers’ Societies, Producers’ Societies and 
Credit Organisations grew rapidly. The friendly Government, 
however, did not last long and with the advent of the Bolsheviks 
to power a change took place. True, at first Co-operation was 
not molested, but after a time restriction and suppression became 
the order of the day. Co-operation was a product of capitalism 
and had to be restrained. ‘‘ At the zenith of the new power,” 
the author tells us, ‘‘ the co-operators came into conflict with the 
Soviet régime; they were forced to give up their independence 
and become avital but subservient part of the Bolshevist machinery 
of a Communistic State.” 

These efforts to subordinate co-operative to communistic 
ideals were pursued for some time, but when it became manifest 
that communism was economically a failure and Lenin decided to 
seek to retrace his steps under what is called the New Economic 
Policy, Co-operation again rose to favour. On April 19, 1921, 
for example, a decree was issued which “ once again permitted 
the formation of co-operative organisations for agriculture.” 

The last chapters of this book are devoted to describing the 
extensions which have taken place under the changed conditions. 

Space will not enable detail to be given showing the strides 
which have been made, but some idea may be formed from the 
fact that the movement in its various aspects now represents one 
hundred million of the population. 

The book is evidently written with a co-operative bias, but 
it contains material of great interest to students of economics, 
and in view of the world-wide concern on Russian affairs, is 
particularly welcome just now. 

Henry VIVIAN 
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A History of Trade Unionism in the United States. By SEtia 
PERLMAN, Ph.D. (New York: The Macmillan Co. 1922. 
Pp. viii + 313.) 

Dr. PERLMAN was one of the associates of John R. Commons 
in his History of Labour in the United States, issued by the same 
publishers in 1918 in two volumes, and reviewed in the JoURNAL 
for September 1922. Part I of the present work is a summary 
of the earlier history, and the task of compression has been skil- 
fully done and without bias. Part II carries on the narrative 
from 1897 to 1922, and deals with the new difficulties arising 
under the régime of partial recognition, with the growth of 
radical unionism, and with the war-time organisation. The 
return of prosperity in 1898 was accompanied by an intensified 
activity of trade unions, the capture of new fields of industry, 
and the spread of trade agreements. The great victory of the 
bituminous miners in 1897, followed by their steadfast adherence 
to their agreements, was a real revolution by equalising working 
conditions throughout the coalfields. “‘The anthracite coal 
strike of 1902 was doubtless the most important single event in 
the history of American trade unionism until that time and has 
since scarcely been surpassed.” It ended by the intervention of 
President Roosevelt, and, though the union did not win recognition, 
the miners secured a ten per cent. rise in wages, the eight and 
nine hours day, and the institution of union check-weighmen. 
Another strike of doubtful result came in 1912, but in 1916 the 
union won the eight-hours day and full recognition. The railway 
men comprised the aristocratic “‘ brotherhoods ” of the engineers, 
conductors, firemen, and trainmen, and sundry other unions of 
railway workmen, only the latter belonging to the American 
Federation of Labour. The period up to the outbreak of the 
European war was characterised by an increasing revolt of 
the brotherhoods against arbitration and a drawing nearer to the 
other unions. The machinery and metal trades achieved in 1900 
some measure of success for the establishment of conciliation 
machinery, in which the principle of co-partnership between 
capital and labour was recognised, but after a few years it broke 
down. Employers in turn reacted to the pressure of the trade 
unions by organising themselves industrially and politically, and 
by initiating the ‘‘ open-shop movement,” which met with only a 
qualified success. In Congress an eight-hours Bill was at last 
passed in 1912, but the Federation of Labour had little fortune 
with its anti-injunction Bills. Its leaders came back into politics, 
and were partly responsible for the election of the Democratic 
Congress of 1911-13. The International Workers of the World 
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took in hand the abolition of ‘‘ wage-slavery ”’ and the organisa- 
tion of the unskilled workers, and fought bitterly the craft 
organisation of the Federation. Its success was brief, but from 
it developed the principle of organisation by industries, which 
had its greatest successes in the “ new unionism ”’ of the garment 
industries. 

The war period saw two important gains, the exclusion of 
labour disputes from the anti-trust laws in 1914, and the passing 
of an eight-hours-day law for the railways in 1916. When the 
United States went into the war, labour came into its own: it 
achieved full recognition from the Government, was admitted to 
co-partnership, and gained the state-regulation of the relations 
between capital and labour. After the war the employers, 
wherever possible, shook themselves free from the trammels 
imposed on them in a time of emergency, fought for the open 
shop, and set up shop committees in opposition to the unions. 
The unions were eager for the fight, but the failure of the steel 
strike in 1919, the partial success of the bituminous coal-miners 
strike in the same year, and the failure of the anthracite strike in 
1920, showed that the situation was altered. The railwaymen 
gained a partial victory, but the slump of 1921 was fatal to the 
unions. ‘ Public opinion ” linked up the labour movement with 
‘“‘ radicalism,” the American equivalent for “ Bolshevism ”’ as a 
term of abuse, and the reaction in the courts made the legal 
position of trade unions uncertain and unsatisfactory. 

Part III contains forty pages of ‘‘ conclusions and inferences.”’ 
It hardly admits of summary, but broadly it traces two movements 
—towards equal bargaining power and protection of labour, and 
towards various idealistic views of the future of society (Green- 
backisin, productive co-operation, Socialism). The latter move- 
ment is essentially political, but the individualist philosophy of 
the American Federal and State Constitutions makes the judges 
“very conservative in allowing the legislature to invade the 
province of economic freedom.” This is the real reason why 
there is no American Labour party, and why trade unionism in 
the United States is a ‘‘ conservative social force’’ working 
against the autocracy of employers. 

Altogether this is an admirable book and quite indispensable, 

Henry W. Macrosty 
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The Shop Committee in the United States. By Carrout E. FRENcH. 
Ph.D. Johns Hopkins University Studies, Series XLI, 
No. 2. (Johns Hopkins Press. 1923. Pp. vii-+ 109. Price 
$1-25.) 

“THE Shop Committee may be defined as a form of organisa- 
tion for collective dealing by means of joint committees, composed 
of an equal number of representatives of both employees and 
employer, chosen from within a single plant or corporation.”’ 
Dating back to about 1903, a considerable impetus was given 
during the war to this form of organisation owing to the need 
felt by the United States Government for some intermediary 
between management and men for the ventilation of complaints 
and the settlement of disputes. Various forms of committee were 
set up according to the nature of the business and its simplicity 
or complexity, and these are fully explained and discussed. 
Their scope varied : the Harvester Works Councils will hear “any 
suggestion, request or complaint, pertaining to wages, hours, 
working conditions, recreation, education, or any other matter 
of mutual interest,” but in some cases shop discipline, hiring, 
promotion, and discharge are excluded. 

During the war the trade unions were generally in favour of 
shop committees, for they usually operated in unorganised 
territory. After the war large numbers of employers, “ especially 
among those actively allied with the movement for the ‘ open 
shop,’ ” adopted the shop committee as a substitute for recognition 
of the trade unions, and the unions were “‘ forced into an atti- 
tude of open antagonism and uncompromising hostility.’’ The 
opposition between the “ collective dealing” of the individual 
shop and the “ collective bargaining” of an entire industry is 
fundamental, for the former means the abandonment of the 
“common rule.” The unions also regard the committees as 
undemocratic and completely dependent on the employers. 
Dr. French, while recognising the strength of the union criticisms, 
urges that the two movements could be co-ordinated, and that 
the shop committee could be utilised for ‘‘ applying and inter- 
preting the terms of the labour agreement made with the union,” 
for relieving the union from the necessity of dealing with numer- 
ous small details, and for keeping the union “ in close touch with 
the intimate details of industry.” 

Henry W. Macrosty 
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Die Landflucht. Ihr Wesen und thre Bekiimpfung. By Micuarn 
Harniscu. (Jena: G. Fischer, 1924. Pp.370, large octavo.) 


THE President of the Austrian Republic, a learned economist, 
thoroughly trained in theory as well as in practical economics, 
has for many years made agricultural problems, and among these 
especially the rural exodus, the particular subject of his studies. 

As a consequence of industrial development there emerged 
everywhere a tendency in the agricultural classes to leave their 
calling, and during the last century the rural exodus became an 
outstanding mass-problem both in Europe and the United States 
of America. Its importance was temporarily lessened by the 
Great War, owing to the enhanced importance of farming in the 
belligerent States of Europe. But as a consequence of the war 
agricultural production has fallen off to an extraordinary extent 
in Central and Eastern Europe; along with this the impoverish- 
ment of these countries is a great obstacle in the way of import- 
ing foodstuffs and raw materials from overseas; consequently 
it is of the utmost importance not only for these countries, but 
also for the general restoration of pre-war trade and transport, 
that they should return to their normal agricultural productivity. 
Austria, in particular, reduced to a barren and mountainous 
pygmy State, depends for its existence on getting her poor and 
sparsely populated soil to yield as much as possible, on her indus- 
trial achievements and on the development of her international 
trade and banking which, for the present, are greatly hampered 
by the protectionist and even prohibitive policies of the New 
States in the east of Europe. In general Central Europe needs 
agriculturists. 

Now, the rural exodus is brought about by the fact that the 
wages of labourers are much lower than those of industrial workers 
and miners. If, therefore, we want to stem the rural exodus, 
we must, says President Hainisch, raise the wages of labourers 
to the standard of the industrial workers. High wages, it is 
true, raise also the prices of agricultural produce, but this, in 
return, is calculated to prevent the rural exodus of farmers. 
The problem, then, is to fix a relation between the wages of 
agricultural labourers, the prices of agricultural produce, and 
the prices of holdings. 

Up till now, throughout Europe, farms were bought at a 
higher price than was warranted by their net proceeds. This 
caused their owners to become heavily encumbered with debts. 
In order to obviate this, President Hainisch would like to 
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see all farms and estates of more than twelve acres rendered 
indivisible, save by special permission of the authorities; this 
prohibition would not extend to pure forest estates and to those 
that grow mostly wine, fruit or vegetables. The estates would 
then be officially assessed and their price fixed, and buyers who 
were willing to pay more than this normal price would have 
to pay the surplus out of their own resources. Likewise, in 
cases of succession, the competent authorities would have to be 
satisfied with the normal price. Mortgages, resulting from 
excessive prices having been paid, would thus be prevented. 

As to raising the wages of agricultural labourers, President 
Hainisch points to the measures taken in England in 1917. 
Average workers got standardised wages, qualified hands got 
more, unskilled got less. This scheme was dropped in 1921, 
but local committees of arbitration presided by independent 
chairmen came into operation. As it is chiefly the younger 
vigorous men and women who are prone to turn their backs 
on the land, Hainisch recommends that they should get better 
wages than the older and less efficient. People who are employed 
in summer only should get additional wages as insurance premium. 
All these provisions should be arrived at not by collective bar- 
gaining, but by special Wages Boards, who would also consider 
the consumer’s interests. 

Now, if only wages were raised and not also the prices of 
agricultural produce, the consequence would be a less intensive 
production on the part of the farmers. To prevent this Hainisch 
suggests Monopolising the Corn and Cattle Trade. In countries 
which produce less corn than is consumed a monopoly could be 
introduced with the effect, that through the importation of 
cheap foreign bread-stuffs the dearer home-produce could be 
cheapened for the consumer. As a buyer on a large scale the 
Administration of the Monopoly would certainly get corn cheaper 
than private dealers do. The Monopoly would also command 
the mill business and thus be in a position to sell the flour cheaper, 
at the same time giving occupation to the mills and supplying 
cattle-growers with bran. The farmers could get the same prices 
for their corn as if agricultural produce was protected by duties, 
and the consumers would be less burdened by a monopoly than 
by duties, because they would purchase the quota of corn to be 
imported for consumption at the lower prices prevailing on the 
world’s market. Further, there would disappear one of the 
main disadvantages of protection, which consists in the actual 
landowners alone enjoying its advantages. For the artificial 
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raising of proceeds by means of duties brings about an advance 
in the price of land, so that any new buyer of an estate would 
be no better off than the owner was previous to the introduction 
of protective duties. In reality protection would be a present 
for those who, at the time of duties being established, happened 
to be the owners of estates; in order to improve the position of 
their successors, higher and higher duties would have to be the 
order of the day. 

President Hainisch recommends also a monopoly for the Cattle 
Trade and Butcher’s Business. Such a scheme was in operation 
in Styria during the war, and it did business with very little 
expense. When, after the war, it was dropped, the private 
cattle trade revived; now a host of middlemen make a living 
out of it and the farmers waste much time in disposing of their 
vattle. While the monopoly lasted, the butchering and distribu- 
tion amounted to 6 per cent.; to-day the butchers alone make a 
profit of 18 per cent., and the dealers also have their share, so 
that almost one-third of the price of cattle is added, which, of 
course, must be paid by the consumers. That is why President 
Hainisch recommends going back to monopoly and would like 
to see it extended to the whole Commonwealth. Then the 
recurrent fluctuations of prices, which, at present, are con- 
siderable, would be avoided. Farmers could give all their 
attention to the urgent task of raising production, and adequate 
prices would certainly stimulate production. 

EUGENE SCHWIEDLAND 


English Industries of the Middle Ages. By L. F. SatzmMann. 
(Oxford: The Clarendon Press. 1923. Pp. xx + 360.) 


TuHIs is a new edition, through a new publisher, of a book 
first issued ten years earlier. The first edition was good and this 
is much better. Without any parade, and in as brief a space 
as possible, Mr. Salzmann sets out to explain how the chief 
medieval industries worked and what their technique was. 
Sometimes—as in the case of tin—he has a first-rate monograph 
to follow; generally he has had to do his own spade-work, and 
that has been largely among documents. For instance, he 
extracts “our first-dated reference to an actual coal working ” 
from an Assize Roll of 1243—how Ralf, son of Roger Olger, 
was drowned in fossato carbonum maris, a sea-coal pit. Or, 
from the Customs Accounts, he gives us the Newcastle coal- 
exports of 1377-8, and where the coal went to—Dunkirk, Sluys, 
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Flushing, Bremerhaven, and in ships of “ Lumbardye.” From 
the Chancery Proceedings comes a note of a London goldsmith 
capitalist, early in the Tudor Age, making “ engines and instru- 
ments’ to drain a Cornish mine. From the Patent appointing 
John Pecok ulnager in 1316 can be illustrated the wide range 
and local specialisation of the cloth manufacture in the thirteenth 
century. And from the Liberate Rolls we learn how Henry III 
ordered “‘ 100 slices of best whale ” for Court consumption. 
The industries dealt with are Mining, in all its sorts, Quarry- 
ing, Building, Metal-working, Pottery, Tiles, Bricks and Glass, 
Clothmaking, Leather-working, Fishing and Brewing. A final 
chapter deals concisely, but excellently, with the control of 
industry by gild, municipality, or the State. There are points 
here and elsewhere which a reviewer might argue with Mr. Salz- 
mann; but he is not disposed to do se out of gratitude for the 
mass of interesting facts about the actual doing of things. 
Economic history is subject to the standing risk of becoming a 
discussion of the rise and control of social machinery for the 
production and control not of beer or boots, but of x. (Parallel 
risks have been alleged to exist beside the path of economic 
theory.) From such risks books like Mr. Salzmann’s help to 


deliver us. 
J. H. CLAPHAM 


Allgemeine Wirthschaftsgeschichte des Mittelalters (General Economic 
History of the Middle Ages). By Rupotr K6rtzscHKE. 
(Jena: Fischer. 1924. Pp. xiv + 626.) 


PROFESSOR K6TzscHKE’s book is one of a series and must be 
so judged. When complete the series is to compose a Handbuch 
der Wirthschaftsgeschichte. The only other volume which has 
yet appeared is the first volume of Professor Brodnitz’s Englische 
Wirthschaftsgeschichte (1918). There is to be another general 
volume on Ancient Economic History, and special volumes on 
Dutch, Swedish, Norse, Italian, Swiss, Danish, Austrian, Russian, 
Belgian, French and American Economic History. Such at least 
is the present plan, a plan which explains the predominantly 
German flavour of the volume before us. Not that it is by any 
means exclusively German: there is a section on Byzantine 
economics more satisfactory than anything to be found in the 
recent huge Byzantine volume of the Cambridge Medieval History : 
the English sections, though brief, are in the main excellent and 


no student of English agrarian origins could fail to learn from 
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K6tzschke’s comparative treatment of German and English village 
history or of the German Hufe and the English hide; but the 
centre of gravity of the volume is—quite naturally, in the cir- 
cumstances—in Germany. Probably the ideal General Economic 
History of the Middle Ages should have its centre of gravity 
somewhere in the Mediterranean lands. Professor K6tzschke’s 
concession to this point of view consists in an excellent summary 
of the economic bequests of antiquity to the Middle Ages (in 
preparing for which he has missed Mr. Heitland’s Agricola—but 
perhaps the post-war publications of the Cambridge Press are 
not easily accessible in Germany); the admirable Byzantine 
section before mentioned; a short section on Islam; the refer- 
ences which the plan of the book requires to Italy; and references 
which seem really inadequate to Spain. A student of medieval 
commerce would be surprised to find that Catalonia does not 
occur in the index; though the discovery of five references to 
Barcelona might console him. This is the more to be regretted 
as the plan of the Handbuch does not at present include an 
economic history of Spain. No doubt Spanish economic history 
is exceedingly hard to write; but it will be a pity if a Handbook 
of Economic History is completed without reference, for example, 
to Professor Klein’s brilliant study of the organisation of Spanish 
pastoral life and the merino sheep (The Mesta, Harvard Economic 
Studies, 1920). With its parallels in Southern Italy this migra- 
tory Spanish pastoralism is an element of the first importance in 
the general economic story of Europe, much more important 
than many facts of North European field-systems on which 
Professor K6tzschke dwells. 

It must be repeated, however, that Professor Kétzschke’s 
treatment of the North is most thorough and helpful. The 
divergent developments, rural and urban, of Germany proper, 
the half-German lands east of her, of France, the Low Countries 
and England are made clear with a learning that is always 
abundant and generally exhaustive. No doubt specialists in 
each country could fasten on minor defects. The sentence 
(p. 445), “ Erst spit trat in England die heimische Kaufgilde 
(gilda mercatoria) auf (in Ipswich 1200),” is rather misleading 
because of the illustration selected. Why not say “ in Canterbury 
before 1100”? Had medizval Plymouth a population of between 
6000 and 20,000? (p. 575). If landlords really did turn to 
pasture-farming immediately after the Black Death—for which 
there is, in fact, curiously little evidence—why should that drive 
men to the towns, if the population had fallen by 25 per cent. 
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or more? (p. 559). But the general treatment of English affairs 
is satisfying, in places definitely illuminating; and a reviewer 
cannot complain of what the Germans call the Jagdeifer of an 
author who has hunted down in the Ozford Magazine what 
Vinogradoff said of an American book in 1916. Some of the 
very latest books and papers have naturally escaped Professor 
K6tzschke; but they are few. 

There is not any thesis or “tendency ” in the book. It is, 
as the author claims in the Preface, “ purely historical,’’ and 
offers no “theory of medieval economics” (Wirthschaftsweise). 
He has striven, he says, to follow in the steps of Rogers, Lam- 
precht, Inama-Sternegg, Cunningham and Levasseur. This is 
good leadership and the follower is not unworthy of it. 

It is worth noticing in conclusion that full treatment is 
reserved for the earlier Middle Ages. The Crusades first appear 
on p. 498. 

J. H. CLAPHAM 


Die Vereinigten Staaten von Amerika als Wirtschaftsmacht. By 
HERMANN Levy. (Leipsic and Berlin: B. G. Treubner. 
1923. Pp. vi + 135.) 


To appraise the United States as an economic power within 
the compass of a brochure of one hundred and thirty-five pages 
suggests the task of spiritual enlightenment while the unknowing 
stands on one foot. Professor Levy’s equipment as a scholar, 
his competence as a critic in economic affairs, are very great. 
He has made earlier visits to the United States and is familiar 
with important documentary and monographic materials. Out of 
these have come a definite formula supplemented by note-like 
chapters. The formula is that American economic growth 
represents a national endeavour to attain economic self-sufficiency. 
The chapters deal in somewhat familiar terms with population, 
agriculture, industry, industrial combinations, commerce, pro- 
tectionism, merchant marine, and economic disturbances—in 
the main in development of the major theme, sometimes for their 
own interest. 

The essay is neither a venture in conjectural history nor 
a motley of car-window impressions. Professor Levy attempts 
to draw no white rabbit from a silk hat, and rarely lapses into 
tourist recital of economic marvels. In particular is the later 
restraint to be commended. There has grown up, in the train of 
the European visitors who have lately “observed ”’ us, almost an 
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economic counterpart of the ice-water, Pullman sleeping car, 
Prohibition violation “ impressions ” of Major Pond’s thirty-day 
protégés, and American readers will rejoice that at least in 
Professor Levy’s pages they have been spared the narrative. 

The defects of the essay are in plan rather than in content. 
A thumb-nail sketch must compensate in sweep and vividness for 
what it lacks in detail and fidelity. As to scope, Professor Levy 
has written either too much or too little. An appraisal must 
not be cumbered with detail. A survey cannot be a sampling 
exhibit. As to intimacy, whether because of the interval since 
his latest visit to the United States or of the unavailability of 
recent material—such, for example, as the splendid apparatus 
supplied by the Federal Reserve publications—the reader, 
however sympathetic, has a certain sense of mustiness. 

The fairest estimate of the essay perhaps is as a credential 
for a future performance, pitched in more ambitious key. Pro- 
fessor Levy may be sure of the sympathy and aid of all American 
economists in such an undertaking. 

Jacosp H. HoLLaANDER 
Johns Hopkins University. 


Die Bedeutung Europas fiir die Entwicklung der Weltwirtschaft. 
By Bruno KuvskKE. (Cologne: Oscar Mueller, 1924. 
Pp. 114, gr. 8vo.) 


Dr. Kuske, Professor of Economic History in the University 
of Cologne, explains in this book, based on a really vast know- 
ledge, the economic importance to the world which in the course 
of centuries Europe has assumed. His conclusions reach the 
same result which A. Demangeon, Professor of Economic Geo- 
graphy in Paris, has stated in 1920 in his brilliant book Le 
déclin de l’ Europe (Paris, Plon). 

Prof. Kuske describes the successive phases of Europe in 
ancient times, the increase of its influence on the other parts 
of the world and the transformations of its whole economic 
organisation since the sixteenth century. Then he expounds 
the consecutive development of the production of food and raw 
materials overseas for European consumption, explaining its 
different influence on the new continents and on the old nations 
of Asia. 

The European methods of production have been copied 
overseas as well as causing profound changes in the social struc- 
ture of the older nations. Equally impressive is the exposition 
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of the latest phase of the emancipation of the other continents 
from the economic and political supremacy of Europe. This 
development was predicted in Germany some twenty years 
ago by the Socialist Gerhardt Hildebrand, who arrived in conse- 
quence at pessimistic conclusions as to the future of his own 
party. Kuske’s practical postulate demands the fostering of a 
realistic solidarity among the European nations. To this end a 
new review Pan-Europa in Vienna, which is edited by Count N. 
Coudenhove-Kalergi, is also dedicated. 
KUGENE SCHWIEDLAND 


Grundriss der Statistik. By Franz Zizex, Professor in the 
University of Frankfort on Main. 2nd edition. (Munich : 
Duncker and Humblot. 1923. Pp. 553 in quarto.) 

Hauptprobleme der statistischen Methodenlehre. By FRANz ZizExK. 
(Munich: Duncker and Humblot. 1922. Pp. 53 in octavo.) 


Pror. Z1zEK, whose book on ‘“ Statistical Averages”? (New 
York, 1913) has been translated into English by Prof. W. M. 
Persons of Harvard University, has recently published a revised 
edition of his large Treatise on Statistics, of which the first edition 
was exhausted in 1922 in a few months. 

This work presents the whole of modern statistics, the general 
theory of statistical methods as well as the special branches of 
economic and social statistics (population statistics and statistics 
of sanitary, moral, intellectual and political conditions). In his 
first part all the various methods are fully exposed and character- 
ised, so that in the second part the author has only to refer back 
to the previous treatment of the general notions and principles, 
which have to be applied in each particular investigation. In this 
way his work differs from earlier statistical literature such as 
the books of Giffen and Mayo-Smith, which cover, like Zizek’s, 
all departments of practical statistics, but lack a methodological 
theory as a basis of unity and uniformity. 

His figures include, of course, many international comparisons. 
But it is not figures that form the main part of this work; it 
chiefly endeavours to present social problems and to describe the 
statistical methods employed in investigating those problems; 
further, to establish the best methods which can be applied. In 
doing so Zizek expounds the statistics of some phenomena which 
hitherto have been insufficiently dealt with from a statistical 
point of view—such as banking, stocks and shares, rates of interest 
and the balance of payments of the great States; of course index- 
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numbers and the measurement of the cost of living are discussed, 
labour statistics systematically presented, and the barometers of 
business conditions dealt with. As Zizek does not make use of 
mathematics, everybody interested in economics can easily read 
his book. 

For Prof. Zizek statistics need clear definitions. This thesis 
is also the central point of his pamphlet on the problems of 
statistical methods. Here he demonstrates that each statistical 
figure has to be determined by reference to fundamental notions 
concerning the facts dealt with. Of greatest importance is the 
definition of the unit of enumeration. According to our defini- 
tion of an “unemployed person” or of a “ household” the 
number of these will vary. Differences in statistical definitions 
are most frequently the reason why statistical data from different 
countries are not comparable; the fact that similar figures can 
be based on different definitions is also the cause that statistical 
‘* contradictions,’ or at least what appear to be such, so often 
occur. 

Both books—which complete each other—may be read with 


interest and profit. 
EuGrENE SCHWIEDLAND 
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NOTES AND MEMORANDA 


Ture PROTECTION OF THE INDIAN STEEL INDUSTRY 


Tue Tariff Board, constituted last July, has, after a very 
detailed inquiry, issued its report recommending the protection 
of the Indian steel industry. The general verdict of the Board 
in favour of protection of some sort has all along been regarded 
as a foregone conclusion. The Government had declared its 
acceptance of the policy of ‘ discriminating protection ” recom- 
mended by the Fiscal Commission, and the Tariff Board had 
begun its deliberations by pointing out that it started from the 
assumptions of that policy. Its task was to decide whether the 
steel industry came within its terms. That it would decide in 
the affirmative has, as I have said, been treated as a foregone 
conclusion. In supporting its judgment it adds nothing, save in 
one important particular, to the reasons already advanced in 
favour of protection for steel by the Fiscal Commission. It 
repeats the hackneyed phrases about the importance of “ key ”’ 
industries, and of the steel industry in particular, for purposes of 
national defence, ignoring the fact that it will be a considerable 
time before, even under favourable circumstances, India can 
produce enough steel to render itself independent of imports in 
time of war. The great asset of the Indian steel industry is its 
large deposits of high-grade iron ore. The quality of its coking 
coal is poor and the cost of its labour is high when allowance is 
made for the large element of supervision that is always needed 
in large-scale production in India. The labour cost is really the 
crux of the matter. The Tariff Board remark, “In respect of 
labour India is at present at a disadvantage which will be 
removed as the workers acquire skill and experience.” Although 
this prophecy is uttered in no conditional mood it can be treated 
as nothing but a pious hope. It is not so much the skill and 
experience of the ordinary skilled workman that is referred to 
as that of the supervisory staff. In other words, it means that 
the time is looked to when this staff will consist of Indians at 
small salaries in place of Americans or Englishmen at high ones. 
How long it will be before efficiency at low cost can be secured 
in this way no one can say. There will be many experienced 
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manufacturers in India who will place the date at approximately 
the arrival of the Greek Kalends. 

It comes as something of an anti-climax to read in the report 
of the Board, after the narrative of India’s advantages as a 
steel-producing country, that “‘ Unless protection is given, there 
is no hope that it (the steel industry) will develop for many 
years to come, and there is serious danger that it may cease 
altogether.’ And yet a little later it is stated that “It is 
probable that the cost of steel production in India will fall sub- 
stantially in the next three or four years, and there is reasonable 
assurance that at no very remote date Indian steel will be able 
to hold its own in competition with imported steel without 
protection.” 

For an explanation of these seemingly contradictory opinions 
one must turn to the circumstances of the Tata Iron and Steel 
Company. The steel industry in India is at present virtually a 
one-firm show. The protection of the industry is the grant of 
assistance to Tata’s. This firm, started in 1907, began to manu- 
facture steel in 1912. In its early years it made considerable 
profits in the production of pig-iron and can still do so. But it 
cherished ambitions to manufacture steel and it now consumes 
most of its own pig-iron. Until the boom period of the latter 
part of the war and just after it did not succeed in producing 
steel at a quality and price to compete with imported goods. 
It was kept going by the receipt of Government orders for rails 
at more than market prices. Then came the years of high prices 
and high profits. In 1920-1 its net profits were about three- 
quarters of a million sterling. It selected this period to place 
orders for the installation of a large new plant, much increasing 
its capacity for production. At the same time it entered into 
long-period contracts with the railways to supply rails equal in 
quantity to some 60 per cent. of its output at prices to be fixed 
by the c.if. price for imported rails prevailing at the time of 
delivery. Then came the rise in Indian costs of production and 
the fall in the price of imported rails. The profits disappeared. 
Large loans were negotiated to finance the new works, which are 
scarcely yet in full operation. It was drained of working capital. 
Moreover, with little immediate prospect of being able to produce 
at a profit its credit was greatly weakened. That explains the 
remark in the report of the Tariff Board, that “ there is serious 
danger that it may cease altogether.” There can be no doubt 
that the Tata Steel Company needed assistance, and they turned 
to protection to supply it. 
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It is not necessary to give here the details of the protection 
recommended by the Tariff Board. On structural steel specific 
duties are proposed equivalent at present prices to an increase of 
duty from 10 to 20 per cent. On bars and rods a specific duty 
increasing the present 10 per cent. to the equivalent of 27 or 
30 per cent. On black sheets a duty equivalent to about 15 per 
cent. In the case of rails and fish-plates the method of pro- 
tection suggested is different. In place of the existing 10 per 
cent. ad valorem duty there is proposed a specific duty of Rs. 14 
per ton and bounties for the next three years at the rate of 
Rs. 32 for the present year, of Rs. 26 next year, and of Rs. 20 
for the third year. The adoption of the bounty system in the 
case of rails is to meet the fact that owing to existing contracts 
for the supply of rails a protective duty would be of no assistance. 
At the end of three years the position is to be reviewed. It will 
be seen that the protection afforded to rails is equal to a duty 
of about 34 per cent. 

These duties and bounties will, it may be supposed, enable 
the Tata Company to work at a profit now. The rate of pro- 
tection granted is approximately that for which the Company 
itself asked. But what of the opinion expressed by the Tariff 
Board, that in the course of the next three or four years the 
cost of steel production in India will fall substantially? This 
fall is presumably to come about as the result of economies 
from the full working of the newly-installed plant and from a 
reduction in the wages bill. From the increased cost of coal, 
which has been a heavy item during the last few years, there 
seems no prospect of relief. For my own part I believe there is 
room for economy in wages, but the trend of wages in India is 
upward rather than downward, and on the whole this trend does 
not seem likely to be reversed, more particularly if a general 
protective policy is soon introduced into other industries. “‘ The 
reasonable assurance that at no very remote date Indian steel 
will be able to hold its own in competition with imported steel 
without protection ” may be comforting to the present generation 
of consumers who are asked to “ sacrifice” themselves for the 
good of the steel industry. It is very doubtful whether it will 
be found to have any foundation in fact. 

C. J. Hamitton 


Patna University. 
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Tue War’s INFLUENCE UPON VILLAGE LIFE 


Some years ago I was permitted to trace out for the readers 
of the Economic JouRNAL the changes in the population of certain 
rural villages in Warwickshire which had taken place between 
the Censuses of 1891 and 1911. 

Upon the conditions prevailing in these villages in 1912 there 
has since supervened the incubus of the Great War, with its 
dislocation of home life and of the local industrial and other 
industries. 

I am greatly indebted to the vicars of most of the parishes in 
question and to Mr. Owen, the Librarian of the Public Library 
in Leamington, for kindly furnishing me with the numbers of 
those joining up or conscripted and of the killed in each 
parish. 

How great has been the consequent upheaval may be judged 
from the fact that the percentage of the male inhabitants, accord- 
ing to the Census of 1911, withdrawn for naval or military service, 
varied from 19-6 at Claverdon to 44-6 in the adjacent parish of 
Snitterfield, and for the rest of the parishes varied between 25 and 
35 per cent. Thirty per cent. would be a fair average for the 
whole. But, as men of the military age between twenty and 
fifty comprise about two-fifths of the total male population, the 
percentage of this age period recruited at some time or other in 
the course of the War would be nearer 75 per cent. 

The actual total number for all the parishes, with the excep- 
tions of Stoneleigh ecclesiastical parish and of Stockton and 
Napton, of which I have been unable to get the requisite partic- 
ulars, and with the addition of Bishop’s Itchington, a village, 
like Stockton, of lime-workers, was 1,261. The proportion of 
these men who were killed varied considerably for different 
parishes, according probably to the regiments into which they 
enlisted and to the tasks assigned to those regiments. For 
Bishop’s Itchington it was one in eight and for Snitterfield it 
was one in four. But the total killed was 222, or about 17-6 of 
those called up. 

Such a depletion of the ranks of men in the prime of life and 
at the height of their producing power is bound to have left some 
trace of itself in the record of changes in population to be found 
in Spennell’s local Directory, quoted in the previous article of 
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March, 1915, as checked with the Census for Warwickshire issued 
last autumn. 

This evidence is apparent in the considerable increase in the 
amount of new blood, as attested by the names which appear 
in 1920, though at the previous date of 1912 unknown in the ten 
villages the subject of the present inquiry, namely, Cubbington, 
Barford, Stoneleigh, Westwood, Harbury, Bishop’s Itchington, 
Moreton-Morrell, Claverdon, Snitterfield, Wellesbourne, and 
Tysoe. The date 1920 allows a twelvemonth’s interval for the 
disbanding of the troops and their return to their native places 
after the Armistice. 

Taking all the new householders in the entire area according 
to Spennell’s Directory, namely, 422, we find that they form just 
over 17 per cent. of the 2,416 householders recorded in the Census, 
and slightly more than one-third of the men enlisted and called 
up. Five of our villages are more completely enumerated in 
Spennell than the others, and for them the percentage is 22-6 of 
new blood. This is probably the truer proportion. 

This brings us to the question, to what occupations has this 
immigrant population applied itself? How far have such 
occupations been immediately productive, or distributive, or in 
service, or have the new inhabitants pursued callings away from 
their place of residence, or else are retired, or are pensioners, 
or otherwise persons of leisure ? 

The answer is that the leading occupations specified both before 
and since the War have been, first, farmers; second, labourers, 
mostly on farms but including some lime-workers and others; 
third, shopkeepers; fourth, male domestic service. Gardeners are 
not included because they cannot be distinguished from jobbing 
gardeners nor female domestic servants because they are not 
householders and therefore do not appear at all. 

Upon comparing the number of persons having new names 
who went into these occupations between 1912 and 1920 with 
the numbers with new names who had adopted them between 
1905 and 1912, we obtain the following very definite results. 

A larger proportion of the immigrants are now going into 
agriculture than was the case between 1905 and 1912. This 
increase is slightly greater among those who describe themselves 
as farmers than among labourers, and at both periods the farmers 
were nearly as numerous as the labourers, possibly even more so, 
because among the latter are probably a few who are not farm 
workers. The actual numbers are, for 1905-12, thirty-four 
farmers to thirty-nine labourers, and for 1912-20, forty-six 
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farmers to forty-nine labourers. These, it will be borne in mind, 
are exclusively persons the newness of whose names proves them 
to be immigrants. There are no doubt other recent immigrants 
who cannot be identified as such. The same parishes do not 
always attract both classes. Out of a total of eighty-four farms, 
forty-seven have changed hands since 1912. 

Distribution absorbs fewer immigrants now than formerly. 
Only ten of these have gone into shopkeeping since 1912 in place 
of eighteen previously. The clothing trade is left severely alone. 
Dread of the increasing competition from the towns is probably 
a factor here. It is rather surprising that smiths and mechanics 
in the metal trades also show a falling off. The decline in male 
servants—coachmen, grooms, and butlers—is very marked, 
being from thirty-eight to only eight, and is only slightly offset 
by a rise of from six to ten in chauffeurs, and even these are 
probably not all in private service. 

Most striking of all is the increase in the retired class of both 
sexes. In 1912, out of 2,253 households, 119 were new-comers 
since 1905, who apparently belonged to this class. In 1920, out 
of 2,416 households it had increased by 168 new-comers, that is, 
by 41 per cent. These are males. Females in the like category 
had grown from twenty-seven to forty-eight persons. Cubbington, 
Barford, Wellesbourne, and Westwood are all well patronised 
by the leisured class, but Barford is easily first, being pleasantly 
situated on Shakespeare’s Avon and within three miles of the 
county town. These figures do not include a dozen army officers. 
They do no doubt include a large but unidentifiable proportion 
both of statutory old-age pensioners and also of pensioners whose 
pensions are deferred pay. If, however, the proportion for our 
villages be the same as for the rural districts of Warwickshire 
as a whole according to the Census returns, which distinguish 
between the “ Unoccupied ” and the “ Retired,” then the retired 
males would be about one in five of the retired and unoccupied 
taken together. 

A curious fact is that the retired appear to be less numerous 
in proportion among the older residents than among the new 
arrivals of the last fifteen years or so. This is not what would 
be expected. Still, it receives some corroboration from the Census 
Report, which remarks on the advanced age prevalent among 
general labourers, gardeners, and farmers and their labourers 
still active—just the classes which make up country life. 

In this connection it may also be here observed that, on a 
rough average of all the villages, rather over 20 per cent. of the 
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householders appearing in the 1920 Directory are found also in 
that for 1893. Now no householder will be found under the age 
of twenty-one, therefore the population named in the earlier 
Directory will now be aged about fifty and upwards. In Harbury 
the proportion is as high as 32 per cent. This also is confirmed 
by the Census, from which it appears that the age of 23 per cent. 
of the inhabitants of the Rural Districts with which we are 
concerned exceeds fifty. 

Every symptom points to considerable emigration, as well as 
immigration, between 1911 and 1921. The extent to which 
farms have changed hands is a case in point, as we have seen. 
After allowing for excess of births over deaths there has been a 
loss in population from this cause between 1911 and 1921 within 
the four Rural Districts with which we are concerned of 2,298 
persons. To the same source may be attributed in great measure 
the fact that, within the same period, 437 names have died out 
in our villages. And the total of the names which have died out 
between 1893 and 1920 appears to be 1,288, though this may be 
somewhat exaggerated owing to the list of names for 1893 being 
imperfect, while their places have been taken by upwards of 850 
families with entirely new names. 

The shortage of house accommodation of which so much is 
heard in some rural neighbourhoods does not appear so much in 
evidence in our villages. In Wellesbourne, Tysoe, Bishop’s 
Itchington, Harbury, Snitterfield, and Cubbington the number 
of houses is within two or three of the number of families. The 
Census authorities employ the term, “structurally separate 
dwellings,’ which they have coined in order to include flats and 
tenements, both of which types are almost unknown in Warwick- 
shire. In Westwood, Stoneleigh, Claverdon, and Moreton-Morrell, 
buildings new since 1911 have overtaken the increase in inhabi- 
tants. Throughout the four Rural Districts in which our villages 
are situate there are only eighty-two houses occupied by more 
than one family out of a total of 9,548 houses. 

We may also check the adequacy or inadequacy of accommo- 
dation in another way, by dividing the number of the population 
by the number of rooms, when we find that the average works 
out at about 1-2 room to each person. Indeed, throughout the 
county, outside the big towns, it is only in a few villages in the 
northern part that the proportion sinks below one room per 
person. In Cubbington, a large and typically working-class and 
small middle-class village, where there are only three or four 
houses larger than a moderate-sized farm-house, the average is 1-16. 
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To sum up: it is clear from the evidence above cited that, 
even in these rural, and in some cases remote, parishes a slow but 
incessant re-shuffling of the inhabitants is constantly taking place. 
It would further appear that emigration is not the result of 
absence of available accommodation, for sharing one cottage 
between two families is almost unknown, and these cottages 
themselves appear to have a fair amount of accommodation, for 
there is nothing approaching to overcrowding in the technical 
sense of more than two persons to one room, and the places of 
those who leave are taken by fresh arrivals. 

Farming appears to attract more into its ranks than it was 
doing before the War. Perhaps the spurt given to agriculture 
by the War itself had not exhausted itself at the date of the 
Census. But it attracts more farmers than labourers. From 
another point of view, country life entices also some of those 
who are not compelled by their avocations to live in towns or 
close to the scene of their occupations. Increased facilities for 
locomotion have already done something in this direction, and 
the practice of broadcasting and of listening-in is likely to do 
more still by relieving the monotony of country life. 

But eloquent testimony is borne to the decreased means 


of the hitherto well-to-do in the great drop in the number of 


male servants. It is true that this latter class furnished some of 
the early recruits for the War. But had not means been wanting 
to their employers, either they would have returned to their 
situations, or else their places would have been filled up before 
now. But this evidently has not taken place. And in any event 
the difficulty of inducing domestics to remain in the country in 
preference to the town would militate against retaining large 
staffs. 
C. H. dE. LerprnaTon 


Economie ConpitTions IN Mogut INDIA 


Sir THEODORE Morison’s contention (p. 268 of the Economic 
JOURNAL, June, 1924), that the positive evidence regarding the 
economic condition of the people in Mogul India should be 
discounted by the silence of Edward Terry appears to me to 
overlook important limitations (a) in the scope of Terry’s account, 
(b) in the experience on which his account was based. 

(a) Terry described the national income, but did not examine 
its sufficiency for the population, or its actual distribution. The 
passage on “ discommodities,” on which Sir Theodore relies, is 
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part of the long description which begins, “‘ This wide monarchie 
is very rich and fertile; so much abounding in all necessaries 
for the use of man that it is able to subsist and flourish of it selfe, 
without the least helpe from any neighbour.” Having thus 
declared his standpoint as a worshipper at the shrine of national 
self-sufficiency, Terry dilates on the productive resources of the 
country, or, as he says, its commodities, and then turns aside 
to those ‘‘ discommodities ’—the weather, and the vermin—of 
which he had personal experience. Anything he had to say 
regarding defects in the distribution of the national income would 
not come here; we should naturally look for it in a later passage 
dealing with the standard of life, but what he says on this topic 
relates to the upper classes, with whom he mixed freely. He does 
not describe the life of the common people, either because it did 
not interest him, or because he knew very little about it; on 
either hypothesis, his silence is not significant. 

(b) Terry had practically no experience of normal conditions. 
Nearly the whole of his time in India was spent in the Emperor’s 
camp, a moving city of “ no lesse then 200,000 men, women, and 
children,” practically all of them drawing fixed pay provided, 
mediately or immediately, by the State, and travelling in country 
where supplies were ample, and where normal prices were very 
much lower than those of the cities on which the rates of pay 
were based. So long, then, as local supplies were adequate, and 
Terry says “ wee never felt want of any provision,” the camp 
and the neighbourhood must both have been happy, the former 
living cheaply, the latter experiencing an abnormal influx of 
silver in payment for its spare produce. It appears to me that 
no legitimate inference can be drawn regarding normal conditions 
from Terry’s silence: we may infer that he noticed no misery, 
but the area of his observations was one in which normal misery 
would have been alleviated by temporary and exceptional 
circumstances. Evidence regarding normal conditions must 
be sought in the observations not of residents of the Imperial 
camp, but of the men who lived and worked for years among the 
people; Terry’s limited experience excludes him from this 


category. 
W. H. Moretanp 
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OBITUARY: ENRICO BARONE 


Too soon after the death of Pareto, Italian political economy 
suffers a new loss by the death of Enrico Barone. Like Torrens 
and Wolkoff, Barone began life as a soldier; having been Colonel 
on the Italian General Staff, and author of important works on 
military history (especially on the Napoleonic Wars). After 
his retirement from the colours in 1907, he devoted himself 
with great zeal to political economy, and soon became one of 
the leading representatives of the mathematical school, whose 
methods he expounded with great ability in his Principles (1908). 
He published also some lectures on colonies and commerce, given 
at the High Commercial School of Rome, an excellent report on 
the limitations of output practised by the Consortium of the 
Sicilian sulphur producers (1909), and a brilliant essay on 
industrial combinations, in the French volume: Problémes 
actuels de Véconomique (1922). His last writing was a destruc- 
tive criticism of the so-called Hallesism, the gigantic plan of 
an international bank, whose fragmentary application has ended 


just now in a judiciary seizure. 
ACHILLE LoRIA 


CuRRENT TOPICS 


Tue following have been elected to membership of the Royal 
Economic Society : 


Andras, J. B. Beckley, S. D. Bothamley, B. P. 
Andrew, A. J. Bellerby, J. R. Boucher, H. T. 
Ashton, G. V. Bent, 8. C. Bowen, L. C. 
Bairstow, W. R. Bhimpure, Prof. B. Bragg, Ross W. 
Balfour, Sir Robert, LL. V. Brook, G. 

Bart. Birrer, R. Brooke, H. 
Balmforth, H. B. Bladen, V. W. Brown, J. I. 
Barnard, J. H. Blunden, Miss G. Brunner, C. T. 
Beadle, H. G. Boothman, T. Campbell, C. G. 


Beaty-Pownall, J. T. Boraman, W. J. Casey, A. B. 


- 











1924] 


Cave, L. W. 
Challiner, B. 
Chapman, S. B. 
Cherrington, S. P. 
Christie, W. 
Clark, Sir William, 
K.C.S.I., C.M.G. 
Clarke, C. T. W. 
Cleaver, A. H. W. 
Coldridge, C. D. 
Cole, T. R. 
Conolly, F. G. 
Conrad, H. 
Cooksey, H. 
Corder, B. 
Craig, W. W. 
Darge, J. 
Daymond, L. B. 
de Blank, J. 
de Bosschere, H. M. J. 
Dent, G. E. 
Dickenson, E. T. 
Dixon, J. 
Dobie, D. J. 
Dolman, L. H. 
Edlmann, F. J. F. 
Elahie, S. M. 
Elliott, J. L. 
Ellis, R. G. 
Eltenton, H. S. 
Emburey, A. G. 
Evans, A. 
Falconer, C. 8S. 
Fells, H. J. 
Fletcher, F. 
Foley, F. W. 
Foster, R. 
Glendinning, A. J. 
Goodman, H. F. 
Gosling, P. 
Graham, M. K. 
Hadfield, H. 
Harding, F. A. J. 


CURRENT TOPICS 


Harper, R. H. 
Harris, A. L. 
Harvey, Sir Ernest. 
Hasan, Prof. M. A. 


Heggie, R. C. 
Higginbotham, W. H. 
Hogben, S. J. E. 
Holmes, C. E. 
Holmes, R. W. 


Hoosain, Mohamed 


Hurren, P. S. 


Jagtiani, H. M. 
Jarvie, J. G. 
Job, H. S., O.B.E. 
Johnson, L. D. 
Jones, K. L. 
Joshi, Prof. R. M. 
Kazarine, S. M. 
Kennish, F. C. 
Kindersley, 
Robert M., G.B.E. 
King, W. T., junr. 
Kipling, J. S. 
Kirton, W. P. 


Leweock, F. J. 
Lister, G. A. 
Longbottom, 


Maxwell, W. R. 
Meyrick, H. W. 
Mukerjee, Prof. A. C. 


Murch, H. A. 
No. 135.—voL. XxxIv. 


487 


Neale, C. H. 
Neville, W. B. 
Norman, F. C. 
Paice, C. T. 
Parker, E. H. 
Paterson, K. 
Peacock, E. R. 
Price, G. A. 
Pucknell, P. E. 
Pugh, J. P. 
Ramsden, F. 
Reddick, Miss O. F. 
Redman, E. F. 
Reid, Miss M. L. 
Retief, C. A. 
Rhymer, E. T., J.P. 
Richards, A. 
Roberts, R. A. 
Robson, J. 8S. J. 
Routledge, J. 
Rowland, J. L. F. 
Rukmini-Amma, Miss 
C. 
Sankar-Menon, T. C. 
Sawyer, G. H. 
Schofield, H. 
Schurz, Franklin D. 
Scott, T. 
Shaw, E. A. 
Shen, Tsao C. 
Shephard, C. Y. 
Skinner, Maj.-Genl. 
B. M. 

Smith, Edgar L. 
Smith, G. 
Smith, H. J., O.B.E. 
Sones, V. D. 
Sorrell, J. W. T. 
Speller, S. R. 
Spencer, P. F. 
Standingford, J. 
Steele, C. E. 
Stidston, A. 
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Stone, G. Waller, W. P. Williams, E. B. 
Suzuki, Kakutaro. Walters, D. R. Williams, R. O. 
Taylor, H. Walton, L. E. Wilson, W. 
Thornton, O. A. Ward, E. L. N. Wood, H. H. 
Trafford, J. G. Weber, Georges M. Woolley, E. W. 
Turner, J. D. White, N. E. Wright, C. C. M. 
Venn, J. A. Whitehead, H. J. Wright, R. W. 
Wallace, B. E. Whitehouse, G. 





The following have compounded for life membership :— 


Balmforth, Hubert B. Mitchell, George A. 
Bellerby, John R. Peacock, Edward R. 
de Bosschere, Hubert M. J. Schurz, Franklin D. 
Harding, Frederick A. J. Smith, Edgar L. 
Hoosain, Mohamed 8. Speller, Sydney, R. 


Jordan, Rev. C. B. 


The following have been elected to library membership :— 
New College, Oxford; Sri Pratap College, Kashmir; Director of 
Land Records, Punjab. 





Fellows who intend to subscribe for copies of Professor Edge- 
worth’s ‘Collected Works,” or of Professor Knapp’s “State 
Theory of Money,” and have not yet forwarded a post card to 
the Assistant Secretary, Mr.S. J. Buttress, 6 Humberstone Road, 
Cambridge, are asked to do so at their early convenience. 





Mrs. Marshall will be grateful if those who are in possession 
of letters from the late Professor Alfred Marshall will kindly com- 
municate with her at Balliol Croft, Madingley Road, Cambridge. 





A desire having been expressed for the establishment of some 
lasting memorial to the late Sir Charles Loch, a Committee, 
appointed for this purpose, has come to the conclusion that the 
most appropriate form for such a memorial to take would be 
the endowment of an Annual Lecture or Course of Lectures 
(preferably in connection with one of the Universities), with the 
object of preserving and developing Sir Charles Loch’s conception 
of the relation of charity to social life. Contributions to the 
Loch Memorial Fund will be received and acknowledged by the 
Hon. Treasurer, Miss E. G. Powell, Osbornes, Liphook, Hants. 
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RECENT PERIODICALS AND NEW BOOKS 


Economica. 


JUNE, 1924. Consumer’s Surplus: A Reply. Pror. D. H. Mac- 
GREGOR. Assuming with Dr. Cannan (Hconomica, March 1924) 
the principles of total and diminishing utility, and with Marshall 
“that a change in the consumption of any one article taken by 
itself will be accompanicd by changes in the consumption of 
other articles, but that the latter changes being distributed will 
be small in each case, and will not affect the marginal rate of 
purchase of utility,” the writer concludes that a large part of our 
utilities are bought below the rate of willing expenditure. A Note 
on Consumer’s Surplus. Pror. A. L. Bowtry. The expression 
for consumer’s surplus having been approximately identified 
by mathematical reasoning with the sum of the marginal utilities 
of the separate units, it is argued that there is nothing absurd 
about ‘‘ Marshall’s bridge illustrations’; as he is speaking not 
of total utility, but of a change of consumer’s surplus. Some of 
the difficulties raised by Dr. Cannan would disappear if consumer’s 
surplus is treated as relating to a group rather than an individual. 
Recent Theories of Currency Reform. Dr. T. E. Gregory. The 
theories principally discussed are those put forward by Mr. Keynes 
in his Tract on Monetary Reform. Mr. Hawtrey’s Currency and 
Credit also secures attention. 


Journal of the Royal Statistical Society. 


Marcu, 1924. The Inter-relation and Distribution of Prices. NORMAN 
Crump. An instructive study of the dispersions presented by 
the groups of relative prices that go to making an index-number ; 
pointing to a connection between the extent of dispersion and the 
magnitude of the index-number. Foreign Trade and Ship- 
building. R. Y. Sanpers. Wholesale Prices of Commodities 
in 1923. The Statist Index-number (Sauerbeck’s continued) 
shows a fall in the average of forty-five prices from 131 in 192: 
to 129 in 1924. 

May. The Census of Production. A. W. Fiux. The construction 
and results of Census of Production in different countries are 
described and compared. Publicity of Industrial Accounts. 
Srr A. Lowss-Dicktnson. ‘“ Labour has yet to learn that more 
than one pint cannot be obtained out of a pint pot; but the 
acquisition of this knowledge is much hampered by the absence 
of information as to the contents of the pot or the division thereof, 
or even as to its size.”” T'he Conditions Under which x? measures 
the Discrepancy between Observation and Hypothesis. R.A. FISHER. 


Quarterly Review. 


JuLy, 1924. Socialism, its Origin and Meaning. Dr. A. SHADWELL. 
Family Allowances. Mrs. H. A. L. FisHer. On lines parallel to 
those indicated above in the review of Mrs. Fisher’s Lconomic 
Position of the Married Woman, it is argued that the advocates 
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of the proposal “ have a great deal more hard thinking and con- 
sidered reasoning to do” before they can convince us that their 
proposals will lead not only to a better distribution, but also to 
equal or increased production, and to racial betterment. 


Contemporary Review. 


May, 1924. Housing: the Rents of Working-class Houses. EK. D. 
Smon, M.P. 

Juty. Mr. Wheatley’s Housing Scheme. Rigut Hon. C. F. G. 
MASTERMAN, M.P. 


London and Cambridge Economic Service (Houghton Street, 
Aldwych, W.C.). 


The objects of this publication (initiated 1923) are: first, to issue 
every month a bulletin of carefully chosen statistics with tables 
and diagrams, showing clearly the movements of all the main 
elements in the financial and industrial position up to date, with a 
summary and analysis of the changes and, so far as possible, a 
forecast of the near future; second, to issue periodically or 
occasionally memoranda on special topics, such as the volume and 
movements of foreign trade, the course of foreign exchanges, 
stocks of commodities, the condition of the money market, and 
the position of freights and shipping. Two special memoranda 
have been issued this year: No. 5 on “ Relative Changes in Price 
and other index-numbers,” by A. L. Bowley, and on “ Stocks 
of Staple Commodities,” by J. M. Keynes. 

Prof. Bowley’s first topic, changes since 1913 in prices and production, 
presents many striking facts; e.g., ‘‘ Exports in 1923 had since 
1913 appreciated in price 22 per cent. in terms of things in general, 
and 25 per cent. in terms of imports... .” “‘ The average money 
cost of work has almost certainly at least doubled in the nine 
years (1914-1923).”’ In the same period production as a whole 
appears to have fallen about 13 per cent. Under the second 
head, “ Variability of Prices,’ there are not only many curious 
observations as to the recent behaviour of prices—especially the 
great increase in their dispersion as compared with the pre-war 
period. There are also justified and exemplified principles 
applicable to the making of index-numbers in general. “ It is 
possible to estimate the accuracy roughly from the data of the 
known principles of the laws of probability.” The relative prices 
for different articles cannot indeed be treated as independent 
observations; there is evidently much correlation where, out 
of sixty ratios, three are for wheat and flour, three for iron, and 
so on. Yet “the amount of correlation is less than might be 
supposed.” ‘‘ Examination of the figures suggests that we have 
an equivalence of about forty independent entries.”’ 

Mr. Keynes’ memorandum also presents general conclusions of great 
interest in addition to detailed inquiries (into the circumstances 
affecting thirteen staple commodities). It is found that the 
proportion of the world’s raw materials consumed by the United 
States is exceedingly high. They consumed in 1923 72 per cent. 
more copper, 46 per cent. more tin, 33 per cent. more lead than 
in 1911-13; while the consumption of those commodities by 
the rest of the world diminished by about 14 per cent. The 
world’s consumption of raw commodities continues to be in 














1924] RECENT PERIODICALS AND NEW BOOKS 491 


excess of its production. It is remarkable how sensitive the short- 
period price levels of many commodities are to maladjustments 
between the rates of production and of consumption of a com- 
paratively small percentage amount. Over a period of a year or 
two demand and supply are generally quite elastic and can be 
reconciled by moderate price movements; but over a period of a 
few months they are apt to be inelastic, with the result of violent 
oscillations of price. 

The monthly bulletin and the special memoranda are copyright, 
‘issued to subscribers only,” the annual subscription being £6 
for a copy of all the documents (including a quarterly summary). 


Indian Journal of Economics (Allahabad). 


1924. A Land Mortgage Bank. Ricuarp Barn. There isa clear opening 
for a bank lending on the security of land and building, and safe- 
guarded against the dangers of such a business. The Economic 
Value of the Prevention of Disease. C. L. Dunn. Sanitation 
would prevent deaths and sickness, which cause great loss to the 
revenue and the national income. Co-operation and Thrift in 
South India. J. Marruat. Diminishing and Increasing Returns. 
CLARK A. WARBURTON. 


International Labour Review (Geneva). 


Aprit, 1924. Freedom of Association and Trade Unionism. J. 
Nicop. <A survey of legislation and judicial practice shows in 
what sense and degree freedom of association normally prevails. 
Hours of Work and Output. Otto Lipmann. The optimum 
hours of work are shown to vary with occupation, race and 
individual capacities. The output depends much less on the 
duration than on the intensity of the work. Minimum Wage 
Legislation in Canada. J. W. MACMILLAN. 

May. The Adaptation of Wages to the Depreciation of the Currency in 
Germany. Dr. Fritz Sirzter. Industrial Democracy in Sweden. 
Dr. Ernst WIGFORSS. 

Jung. This number is devoted to the consideration of Leisure. 
RaymonpD Unwin, Hon. Treasurer of the International Garden 
Cities and Town-planning Federation, shows the Influence of 
housing conditions on the use of leisure. A Committee of the 
Young Men’s Christian Association contribute a Report on the 
Leisure of the Young Worker. Bertie Nystr6m of the Social 
Board, Stockholm, writes on The Use of Spare Time in Sweden. 


Quarterly Journal of Economics (Cambridge, Mass.). 


May, 1924. A Forecast of the Future of American Railways. W. M. 
DantELs. The outcome of present tendencies may be: a few 
great corporations with directorates representing not only 
proprietors but creditors, and the public as patron, employee and 
taxpayer. The Case for Industrial Dualism. E. A. Ross. 
Nobody is to blame for the cause of modern troubles, the ‘‘ intensi- 
fication of capital”; the amount of capital per worker being 
now at least ten times greater than a century ago. Hence the 
fear of the capitalist to leave his plant idle, the power of the 
striker. The opposite evils of socialism and unlimited capitalism 
will be avoided if the community take over concerns in which 
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the capital per worker is considerable, say over $15,000; leaving 
the remainder to private enterprise. Financial and Monetary 
Policy of Great Britain during the Napoleonic Wars, II. N. J. 
SILBERLING. It is argued that the Bullion Committee Report 
“is a theoretical essay divorced from facts, abounding in mis- 
conceptions, and proposing impossible policy.” 


No Par Stock: its Legal Aspect. J. C. Bonspricut. United States 


Commerce with Latin America at the (time of the) Promulgation of 
the Monroe Doctrine. C. I. CHANDLER. The trade of the 
United States with Hispanic America in 1823 was important, 
and may have influenced Monroe and Adams. 


Political Science Quarterly (New York). 


JuNE, 1924. The Present Status of the Labor Movement in Germany. 


Boris Stern. The percentage of the unemployed having 
increased from some 6 per cent. last July to 234 in November, 
pari passu with the depreciation of the mark from about 30 
million to a million million paper marks for one gold mark, labour 
suffered much, and has not been much benefited by the legislation 
following on the institution of the Rentenmark. 


The American Economic Review (Cambridge, Mass.). 


JuNE, 1924. Social Philosophy of Mr. Bertrand Russell. W. Orton. 


A severe criticism. Results of the British Railways Act of 1921. 
C. E. R. SHerrineton. Commons on the Legal Foundation of 
Capitalism. Wrstry C. Mircueiy. To interpret rather than to 
pass judgment on Prof. Commons’ book is the object of the 
article. 


Journal of Political Economy (Chicago). 


JuNE, 1924. The Quantity Theory of Money. J. LAURENCE LAUGHLIN. 


‘“‘The sooner the public mind is freed from the fallacies of the 
quantity theory, the sooner will we escape the pitfalls set for the 
confiding and the ignorant by specious monetary and credit 
schemes.” Agriculture and Price Stabilisation, I. W.R.Camp. The 
prices of farm products not varying pari passu with other prices, 
there occurs a maladjustment; as remedial to which two typical 
California organisations for the distribution of farm products are 
described. The Hight-hour Day in Germany. Emit FRANKEL. 
The reform introduced November 1918 is threatened by the 
hostility of the employers. Value of Injunctions in Labor Disputes. 
E.E. Witte. The benefits if any are outweighed by the bitterness 
engendered. 


Annals of the American Academy of Political and Social Science 


(Chicago). 


May, 1924. The subject of the number is Competency and Economy 


in Public Expenditure ; of which various aspects are considered 
by different writers. 


JuLy. America and the Post-war European Situation is the subject of 


this number. The position of Germany, France and Russia 
having been separately considered, each by several specialists, 
the policy of America with a view to the maintenance of world 
peace is discussed. There is a supplement on the organisation 
and work of the League of Nations by George F. Kohn. 
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Monthly Labor Review (Bureau of Labour Statistics, Washington). 


May, 1924. What Eighty-six Years have Taught us about Selecting 
Labour. Horack CuHenrty. The member of a firm which 

manufactures silk fabrics presents the results of statistics that have 
been kept for many years. The amount, and still more the quality, 
of a worker’s product rise with the length of his service. The 
falling off with the advance of age is slight. The fact that women 
leave after much shorter time than men has an important bearing 
on their relative efficiency and the pay which they may reasonably 
and economically receive. In a group of broad silk weavers 
making the same quality of goods it was found that the unit cost 
of labour was about 7} per cent. greater for the women than for 
the men, although the men received a wage about $4 a week (or 
14 per cent.) more than the women... . For one thing, each man 
on the average operated 4:18 looms, while the women averaged 
only 3-3 looms each. ‘There is not much difference in quality 
in the work of the sexes. 

Conference on the Economic Aspects of International Affairs held under 
the Joint Auspices of the Chicago Council on Foreign Relations and 
the Illinois League of Women Voters. This being the third 
Conference held under the same Joint Auspices, the report of 
the important discussions may properly be noticed among 
Periodicals. Many subjects of European interest were instructively 
discussed by American experts: IJnter-Allied Debts, the Effect of 
Payment on Creditors and Debtors, by Pror. R. J. Ray; The 
Present Condition of International Exchange, by WALTER LIcHTEN- 
stEIN; Balancing National Budgets, by Pror. E. L. Bogart. 
Under the head of Economic Factors in International Relations, 
Mr. W.S. CunBertson deals chiefly with the export of capital; the 
varieties of which are classified with remarks on their significance 
for the exporting and the importing nations. Pror. HaroLp 
Movtton discourses with authority on the Report of the Dawes 
Committee. Pror. IRvina FIsHER, On the Occupation of the Ruhr, 
soars above the others into the region of “imponderables.” 
First he notices some features in the Dawes Report in which he 
is personally interested, the making payments depend on the 
index-number of prosperity (as indicated by population, railroad 
earnings and other factors), and also on index-numbers for the 
purchasing power of money. Another peculiar feature is that 
Germany is to be regarded as acquitted of her obligation when 
payment is made inside of Germany; from which Prof. Fisher 
anticipates that a great many German Americans will become 
the virtual owners of Germany. Referring to the action of France, 
Prof. Fisher thinks she would have disarmed if the Americans 
had stayed and finished their job, if they had joined the League 
of Nations, had maintained Article 10, and specifically promised 
to defend France in case of an unprovoked attack by Germany. 
“ They will not now disarm; for they haven’t the sense of security 
they would have if we joined with them.” He urges his country- 
men to join the League of Nations and the World Court. It is 
their interest to do so: ‘‘ either we (Americans) must compete with 
the rest of the world in armament, or we must combine with the 
rest of the world in disarmament.” A moving appeal to motives 
higher than interest concludes this powerful address. 
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Journal des Economistes (Paris). 


May, 1924. Le Coét de la Guerre. Yves Guyor. The expenses of 
the war being expressed in terms of 1913 dollars, it is shown 
(inter alia) that the cost per head to Great Britain was (roundly) 
525 dollars, exceeding the figure for France, Italy and Russia 
together, viz. 440. Comparisons are also made of the total 
expenditure per cent. of income, and of wealth for the different 
countries. Le Budget Britannique. W. M. J. WILLIAMs. 

Juty. Le Rapport de la Cour des Comptes. YvrEs Guyot. An 
examination of the Report on “les comptabilités vérifées en 
1920-22.” Les accidents du travail dans les exploitations agricoles. 
G. DE Novvion. La situation de l’ Agriculture Anglaise et les 
trois partis politiques. N. Monper. All three parties have 
shown a deplorable ignorance of economics applied to agriculture. 


Revue d’Economie Politique (Paris). 


Marcu-Aprit, 1924. La population. J. Bourpon. Statistics 
relating to the movement of population in France in recent years. 
Le mouvement des prix. M. Lenor. 


Jahrbiicher fiir Nationalékonomie und Statistik (Jena). 


Marcu—Aprin, 1924. Ueber den Geldwert. H. G. Harnet. Der 
irrationale Begriff des Wirtschaftsmenchen. H. ScHack. 

JuNE. Zum Gutachten des Dawes-Kommission. Kart Muus. Die 
Deutsch-russische Schule. Hans Jircen. A critical study on 
Russian Economists, writing in German in the first quarter of 
the nineteenth century; not properly described by Roscher as a 
* school,” being far from unanimous. 


Weltwirtschaftliches Archiv (Jena). 


Juty, 1924. Der entscheidende weltpolitische Wendepunkt der Vor- 
kriegszeit. Pror. H. BAcuToLp. Wirtschaft und Staat als For- 
schungsgegenstand der Anthropogeographic und der Sozialwissen- 
schaften. Dr. O. HAnssLerTeR. Zur Wirtschaftkreise in der 
Vereinigten Staaten im Jahre 1920. Pror. A. MonTGOMERY. 


Archiv fiir Sozialwissenschaft (Tiibingen). 


Vol. LII., 1924, No. 1. Historismus. Karu MANHEIM. “ Statical 
thought ” and the “ philosophy of history as dynamical meta- 
physics ’’ and other mysterious topics are celebrated in appropriate 
terms. Die Aufstieg des Fascismus in Italien. R. MICHELS. 
A historical study of which the portions relating to the economic 
programme of Fascists and to Pareto’s sympathy with their 
politics will especially interest economists. Kreditinflation und 
Geldtheorie. W. Mitpscuun. Der Sozialismus als sittliche Idee. 
EpvuaRD HERMANN. Referring to the recent writings of Stein- 
biichel, Radbruch, Wilbrandt and Tillich. 


Zeitschrift fiir die Gesamte Staatswissenschaft (Tiibingen). 


No. 1, 1924. Zur Geschichte des Zeitungs Abonnements. Dr. Karu 
Bicuer. Kontinentale und insulare Staatsbildung. Dr. Grora 
Bropnitz. Beitrdge zur Theorie des wirtschaftlichen Giiterwerts. 
Dr. H. C. Bopren. Zur gleitenden Lohnskala. Dr. Kart Mouus. 
Ergebnisse der Internationalen Arbeitskonferenzen. H. FEHLINGER. 
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Vierteljahrschrift fiir Sozial und Wirtschaftgeschichte (Berlin). 


Vol. XVII., Nos. 3 and 4, 1924. Organisation und Gréssenverhiltnisse 
des lindlichen Grundbesitzes in der Karolingerzeit. E. ScHILL- 
KRAMER. Das Alter eines vorchristlichen Jiidischen Aristokratie. 
E. H6uzue. 


Zeitschrift fiir Volkswirlschaft und Sozialpolitik (Vienna). 


Vol. IV., Nos. 1-3. Franz Oppenheimer’s “‘ Neubegriindung der 
objectiven Wertlehre.’ ALFRED AMmoNN. Die Grundziige der 
Staatlichen Zucherwirtschaft. Jacop Saxa. An account of the 
Austrian Zuckerstelle, which—pace Adam Smith’s dicta about 
Joint-stock business—was conducted by first-rate experts and 
brought the State a considerable profit. 


Giornale degli Economisti (Rome). 


Aprin, 1924. Studi sul deprezzamento del marco tedesco. C. BRESCIANI 
Turroni. La limitazione dei publici esercizi e Valto costo dei 
vivert. U. Ricct. 

May. La teoria della valutazione dell’ imposta. Emitio Sax. The 
distinguished Austrian defends the views on the relation of value 
to taxation which were expressed in his Grundlegung . . . (1887). 
La micidialita dei tentativi di suicidio. Mario Bacnt. The 
proportion of attempts to commit suicide which prove fatal varies 
with the frequency of suicide, with age, sex, the means adopted, 
and other circurnstances. The inferences drawn from these 
correlated facts present a beautiful study in the logic of 
statistics. The apparent greater proneness of the male sex to 
suicide is partly accounted for by the greater effectiveness of 
the attempts made by men; and that fact is connected with the 
effectiveness of the means for which men have a preference. 

JUNE. Sull economia Paretiana. Uco Broeat. It is objected, first, 
that the independence of the simultaneous equations has not been 
tested by an examination of the “‘ determinants ”’ relating to the 
system; secondly, that the vast system has not the concreteness, 
the capacity of being reduced to calculation proper to mathematical 
physics. This objection seems to be directed against that feature 
of the Lausanne School which, as pointed out by Prof. Ricci, 
contrasts with the English practice of treating an economic 
quantity as dependent chiefly on one other (cf. Economic 
JouRNAL, Vol. XXXIV., p. 357. 


La Riforma Sociale (Turin). 


May-June, 1924. La Colonizzazione in Tripolitania nel 1923. 
FrepeErico Ftora. A summary of an official monograph showing 
good progress made in the colonization of Italian Libya. Scienza 
economica e leghe operarie. C. Rossetti. A disquisition on 
workmen’s Unions. 


Scientia (Milan). 


1924, No. CXLVII. L’idée de progrés. A. Lanpry. The ideal of 
progress faint in classical antiquity, encouraged by the discoveries 
and inventions of modern science, though not exemplified in Art, 
is not beneficial if it leads to decline of population. 











496 THE ECONOMIC JOURNAL [SEPT. 


No. CXLVIII. Problémes fondamentaux de politique douaniere. 
M. Fanno. Free trade semper et ubique is only admissible on 
the abstract supposition of a statical system. In the concrete 
dynamical conditions, given the instability of international rates 
of exchange and of relative costs of production, protection may 
be useful to countries which are turning from agriculture to 
industry; but not to States that are mainly industrial or 
altogether agricultural. 


Revista Nacional de Economia (Madrid). 


No. 54, 1924. El atraso economico de Espana. J.Caraut y Roca. A 
gloomy picture of Spain falling behind other countries. 





NEW BOOKS 
English. 


Astor (J. J.), Bowxiry (A. L.) and others. Is Unemployment 
Inevitable? London: Macmillan. 1924. Pp. viii + 388. 

[A continuation of the investigations comprised in The Third Winter of 
Unemployment (1923). The authors of that work are responsible for a general 
survey and forecast. There follow memoranda by well-known economists: on 
Correctives of the Trade Cycle, by Prof. A. C. Pigou; on The Problem of Finding 
Employment, by Prof. G. Cassel, ete. There is next a series of papers on 
individual British industries; and last statistical inquiries largely the work of 
Prof. Bowley. To be reviewed. | 


BorpEs (J. VAN WALRE DE). The Austrian Crown: its Deprecia- 
tion and Stabilization. With a Foreword by Sir Henry STRAKOSCH. 
London: King. 1924. Pp. 252. 


Broveuton (G. M.). Labour in Indian Industries. Oxford 
University Press. 1924. Pp. 214. 

[A thesis approved for the Degree of Doctor of Science in the University of 
London. Reviewed above. | 


CoyaJEE (J. C.). The Indian Fiscal Problem. Calcutta, 1924. 


[Seven lectures delivered at the University of Patna. An able and moderate 
statement of the case for fiscal protection of Indian industries. The author 
defends the conclusions embodied in the Majority Report of the Indian Fiscal 
Commission, of which he was a member.] 


Drss.eExE (G. B.). The Psychological Theory of Value. London : 
Constable. 1924. Pp. 301. 

[To be reviewed.] 

Coal and Power. The Report of an inquiry presided over by the 


Right Hon. D. Lloyd George. London: Hodder & Stoughton. Pp. 
xiv+139. Is. 


Dutton (Henry Port). Factory Management. New York: 
Macmillan Co. 1924. Pp. 329. 


Fiux (A. W.). The Foreign Exchanges. London: King. 1924. 
Pp. 189. 


ForpHAM (Montacusz). The Rebuilding of Rural England. 
London: Hutchinson. 1924. Pp. 212. 
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GipE (CHARLES). First Principles of Political Economy. Trans- 
lated by E. F. Row. London: Harrap. Pp. 158. 

[This is a translation of the little French book which was praised in the 
Economic JouRNAL, 1922. As pointed out by the reviewer, Professor Gide had 
connected the ideas which form the groundwork of political economy with more 
familiar ideas and institutions. The general reader is thus led by well-known 
paths to the threshold of economic science. The translation is both faithful and 
elegant. A few passages which contained examples specially referring to France 
have been modified so as to become more intelligible to the English reader. ] 

Hewins (W. A. S.). Trade in the Balance. London: Allan. 
1924. Pp. 200. 


KE trI£ (Sir Jonn Scott) and Epstein (Dr. M.). The Statesman’s 
Year-Book, 1924. London: Macmillan. 1924. Pp. 1523. 

[The issue of this year maintains the high standard of the sixty previous 
annuals. ] 

Kyrk (Hazet). A Theory of Consumption. London: Pitman. 
Pp. 298. 


[The doctrine of marginal utility having been found wanting, there is proposed 
a new theory of valuation in accordance with the modern interpretation of 
human behaviour. The book originated as a prize essay in America. ] 


Latir (S. A.). Economic Aspect of the Indian Rice Export Trade. 
Calcutta: Das Gupta & Co. 

[A plea for State control of exports from India of good grains, and especially 
of rice.] 

LAWRENCE (F. W. Petuick). The National Debt. London: 
Labour Publishing Co. 1924. Pp. 93. 


[To be reviewed. ] 


Luoyp (E. M. H.). Experiments in State Control at the War 
Office and Ministry of Food. (Economic and Social History of the 
World War.) Oxford: Clarendon Press. 


MELLon (ANDREW W.). Taxation: the People’s Business. London: 
Macmillan. 1924. Pp. 229. 


Penson (Dr. Lizian). The Colonial Agents in the British West 
Indies. London: University Press. 1924. 

[The Colonial agent in the eighteenth century was the recognised intermediary 
between the Home Government and the Colonial Assembly. He stood for the 
interests of his colony, and on many occasions, as recorded in this valuable 
monograph, the rights of a colony were secured or extended through the efforts of 
the Agent. ] 


Scorr (W. R.) and Cuntson (J.). The Industries of the Clyde 
Valley during the War. London: Milford. 18s. 6d. 


STEPHENSON (JAMES). The Principles of Business Economics. 
London: Pitman. 1924. Pp. 496. 


Tawney (R. H.) and Powkr (EILEEN). Tudor Economic Docu- 
ments. Vol. I. Agriculture and Industry. (University of London 
Historical Series.) London: Longmans. 1924. Pp. 383. 


Wartau (P. K.). The System of Financial Administration in 
British India. Times of India. 1923. Pp. 412. Rs. 10. 

[A lucid account of the machinery by which the financial administration of 
India is worked. The appearance of the book is opportune in view of recent 
changes in the framework of the Indian Government. ] 
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Wuitr (James Dunpas). Land-value Policy. London: Com- 
mittee for the Taxation of Land Values. 1924. Pp. 205. 2s. 


Youna (E. Hitton and N. E.). The System of National Finance. 
Second edition. London: Murray. 1924. Pp. 319. 10s. 6d. 


[A revised edition of a work favourably reviewed in the Economic JOURNAL. ] 


American. 


Buanc (ExiE T.). Co-operative Movement in Russia. New York : 
Macmillan Co. 1924. Pp. 324. 


Donney (E. H.). Workmen’s Compensation. New York. 1924. 
Pp. 223. 


Dutton (Henry Port). Factory Management. New York. 
Macmillan Co. 1924. Pp. 329. 


ENFIELD (R. N.). The Agricultural Crisis (1920-1923). London : 
Longmans. 1924. Pp. 211. 


Fisk (Harvy E.). Inter-ally Debts. New York: Bankers’ Trust 
Co. 1924. Pp. 367. 


Forp (JaMgEs). Social Problems and Social Policy. Principles 
underlying treatment and prevention of poverty defectiveness and 
criminality. Boston: Ginn. 1027. 


[A collection of writings by various authors setting forth the ends of social 
purpose and the methods of social investigation, and applying these principles 
to the problems of defectiveness, poverty and crime. ] 


Harpy (CHARLES O.). Readings on Risk and Risk-bearing. 
Chicago: University Press. 1924. Pp. 364. 


[An excellent sequel to the author’s Risk and Risk-bearing. To be reviewed. ] 


Mannina (WiLLiAM R., Editor). Arbitration Treaties among the 
American Nations to the Close of the Year 1910. New York: Oxford 
University Press. 1924. Pp. 472. 


MitcHELL (BRoADUS). Frederick Law Olmsted. A critic of the 
Old South. (Johns Hopkins University Studies.) Baltimore: Johns 
Hopkins Press. 1924. 


[An interesting appreciation of the Man (Ch. i.) shows him qualified to be the 
Critic of the Ante-bellum South (Ch. ii.) and an observer of the economic effects 
of slavery (Ch. iii.).] 

NerF (Emery). Carlyle and Mill. New York: Columbia Uni- 
versity Press. 1924. Pp. 334. 


[The chapter on the dismal science gives a dismal picture of industrial life in 
England in the early days of Carlyle and Mill.] 


Pasvoutsky (LEO) and Mouton (Harotp G.). A Study of the 
Relations of Russia’s Foreign Debts to her Economic Recovery. 
Boston and London: McGraw-Hill. 1924. Pp. xiii+247. 12s. 6d. 


[Reviewed above. ] 
RussEL (Ropert Roya). Economic Aspects of Southern 


Sectionalism, 1840-1861. (University of Illinois Studies.) Urbana : 
University. 1924. Pp. 325. 


—— 
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VINER (JacoB). Canada’s Balance of International Indebtedness, 
1900-1913. Cambridge (Mass.): Harvard University Press. 1924. 
Pp. 318. 

[A sub-title describes the work as an inductive study in the theory of inter- 
national trade. The author is Associate Professor in Political Economy in the 
University of Chicago.] 


French. 


Franck (Pau). La Reconstitution financiére de 1|Autriche. 
Paris: Rhea. 1924. Pp. 266. 


[A doctor’s thesis. ] 


GipE (CHARLES). Fourier précurseur de la co-operation. Paris: 
Association . . . Co-operation. Pp. 203. 
[A literal reproduction of lectures delivered at the Collége de France.] 


LACHAPELLE (GEORGES). La Monnaie de Papier et le Change. 
Paris: Roustan. 1924. Pp. 49. 2f. 50. 


Nogaro (BERTRAND). La monnaie et les phénoménes monétaires 
contemporains. Paris: Giard. 1924. Pp. 317. 


République Supernationale, Les documents de. No. 1. Paris: 
Delpeuch. 1924. Pp. 126. 4f. 

{Issued by the Council of Propaganda and Organisation in support of the 
‘* supernational ”’ republic initiated by Follin.] 

REINACH (JACQUES DE). Questions économiques et financiéres. 
Paris: Imprimerie Centrale. 1923. Pp. 109. 


Saint-Simon, Doctrine de. Nouvelle edition publiée avec intro- 
duction et notes par C. Bovaitf& et Erte Hatfivy. Paris: Riviere. 
1924. Pp. 504. 

THfoDoToON (DR. Soton). De quelques théories sur la valeur en 

conomie politique. Paris: Giard. 1924. Pp. 137. 


WELLHOFF (E.). L’emprunt forcé. Préface de Josep CAILLAUX. 
Paris: Rhéa. 1923. Pp. 397. 


German. 


AMONN (ALFRED). Ricardo als Begriinder der Theoretischen 
Nationalékonomie. Jena. 1924. Pp. 122. 


Amonn (A.) und Bernatzky (M.). Wiahrungsreform in der 
Tschecho-Slowakei und in Sowjet Russland. (Verein fiir Sozial- 
politik.) Munich and Berlin: Duncker and Humblot. 1924. Pp. 70. 


GERLOFF (WILHELM). Steuerbelastung und Wiedergutmachung. 
Ein Beitrag zur Reparationsfrage. (Verein fiir Sozialpolitik.) Munich 
and Leipsic : Duncker and Humblot. Pp. 79. 


Hirscuh (Dr. Juuius). Die deutsche Wahrungsfrage. Jena: 
Fischer. 1924. Pp. 92. 


KemtHau (Dr. WILHELM). Die Wertungslehre: Versuch einer 
exakten Beschreibung der ékonomischen Grundbeziehungen. Jena : 
Fischer. 1923. Pp. 243. 
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LansBuRY (ALFRED). Die Politik der Reichsbank und die 
Reichsschatzanweisungen nach dem Kriege. (Verein fiir Sozialpolitik.) 
Munich and Berlin: Duncker and Humblot. 1924. Pp. 54. 


MEERWARTH (RupoLF). Probleme der deutschen Zahlungsbilanz 
(Verein fiir Sozialpolitik.) Munich and Leipsic: Duncker and 
Humblot. Pp. 76. 

[Three aspects of the subject are separately treated by three writers, of which 
the first is here named. | 

Mises (Lupwie). Theorie des Geldes und der Umlaufsmittel. 
Zweite neubearbeitete Auflage. Munich and Leipsic: Duncker and 
Humblot. 1924. Pp. 424. 


MauxtBera (Dr. W.). Goldkreditverkehr und Goldmark-Buch- 
fiihrung. Berlin: Springer. 1923. Pp. 46. 


Mott (Dr. P. B.). Giebt es eine exakte Nationalékonomie ? 
Leipsic. 1924. Pp. 22. 

[The author, a Professor in the University of Leipsic, finds the position of 
Political Economy with respect to exactness and objectivity unfavourable. ] 

Rusk (Kart). Der vélkische Neuaufbau Deutschlands. Leipsic : 
Weicher. 1924. Pp. 79. 


Satin (Epaar). Geschichte der Volkswirtschaftlehre. Berlin : 
Springer. 1923. Pp. 42. 

[An extract from the Enzyklopddie der Rechts und Staatswissenschaft, edited 
by A. Spiethoff.] 

SINGER (Kurt). Staat und Wirtschaft seit dem Waffenstillstand. 
Jena: Fischer. 1924. Pp. 233. 


Sotmssen (Dr. Grora). Inhalt und Tragweite der von den 
Sachverstandigen der Reparations-Kommission erstatteten Gutachten 
Berlin: Gruyter. 1924. Pp. 66. 


Stucken (Dr. Rvupotr). Die Wertbestiindigen Anleihen in 
finanz-wirtschaftlicher Betrachtung. (Verein fiir Sozialpolitik.) 
Munich and Leipsic : Duncker and Humblot. 1924. Pp. 78. 


Italian. 


AprILE (Lo Monaco). La _ protezione Sociale della madre e del 
fanciullo in Italia e all’ estero. Con prefazione di E. Lkon. Bologna: 
Zanichelli. 


Loria (AcHILLE). Alfredo Marshall. Rome: Formiggoni. 1924. 
Pp. 50. 

[One of the series designated Medallie—tiny volumes about three inches long 
by two broad. Eulogy is tempered by criticism.] 

Pua.iesE (S.). Condizioni economiche e Finanziarie della Lom- 
bardia nella prima meta del secolo xviii. Turin: Bocca. 1924. 
Pp. 495. 











